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TRAVEL EXPENSE AMENDMENTS ACT OF 1974 


THURSDAY, JUNE 0, 1974 
U.S. Senate, 

Subcommittee on Budgeting, Management, 

AND Expenditures of the Committee on 

Government Operations, 

W ashington, D.G. 

The subcommittee met at 10 a.m., pursuant to call in room 3302, 
Dirksen Senate Office Building, Hon. Walter D. Huddlesfnn 
presiding. 

Present : Senator Huddleston. 

Also present: Vic Reinemer, staff director; E. Winslow Turner, 
chief counsel; Alan Chvotkin, professional staff member, and Jeanne 
McNaugliton, chief clerk. 

Senator Huddleston. The subcommittee will come to order. 

OPENING STATEMENT OF SENATOR HUDDLESTON 

Today the Subcommittee on Budgeting, Management, and Expendi- 
tures is conducting a hearing on the bill S. 3341, introduced by Senator 
Metcalf and, at his request, I am presiding at this hearing. 

S. 3341 would increase from $25 to $35 the per diem expenses paid 
to Federal employees traveling on official business. It would increase 
from 12 cents to 14.5 cents the mileage rate for the use of a privately- 
owned vehicle used on official business. Additionally, the bill calls for 
a continuous study and quarterly reports with the appropriate adjust- 
ments of employee travel costs by the Comptroller General. 

There is apparent unanimity among Members and organizations 
that the current per diem and mileage structure is in need of revision. 
S. 3341 seeks to provide that revision. However, the unanimous agree- 
ment does not extend to all of the particulars of the bill. 

The hearings today will provide an opportunity for those groups 
and Government agencies most intimately involved with the question 
of reimbursement for official travel to present their views on the poli- 
cies, procedures and prices that should be included in this legislation. 

I believe that all concerned Federal employees are represented today. 
Additionally, the General Services Administration with responsi- 
bility for executive branch supervision and control is represented as 
is the General Accounting Office. 

Chairman Metcalf has indicated a desire to see this bill move rapidly 
through the legislative process. I agree. Each day that Federal 
employees ai'e required to travel under the present rate structure pre- 
sents a new obligation for them to lose money. 

( 1 ) 
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Without objection, I will include in the record at this point a letter 
to me from Senator Stafford on the bill. 

[The information referred to follows :] 


IT.S. Senate, 

Washington, D.G., June 5, 1974. 

Hon. Walter D. Huddleston, 

Sulcommittee on Budgeting, Management and Expenditure's, Government Opera- 
tions Committee, V.8. Senate, Washington, D.C. 

Dear Walter ; It would be appreciated if this letter might be made a part of 
the hearing record of the Subcommittee on Budgeting, Management and Expendi- 
tures of the Government Operations Committee in connection with S. 3341, a bill 
introduced by the distinguished Senator from Montana, Mr. Metcalf. 

The writer quite frankly is an active pilot and from time to time travels by 
private aircraft (single engine) from Washington to Vermont and back on of- 
flclal business. 

Since in my experience it costs considerably more than 12 cents a mile to fly 
an airplane suitable for cross country travel, I would respectfully ask that the 
Subcommittee consider making the allowance for aircraft travel at least equal 
to that which the Subcommittee might propose for travel by private automobile. 
Sincerely yours, 

Robert T. Staefobd, 

U.8. Senator. 


Senator Huddleston. Our first witness will be Mr. James Campbell, 
Associate General Counsel of the General Accounting Office. Mr. 
Campbell, you might want to identify the gentlemen who are with you 
and proceed with your statement. 


STATEMENT OF JAMES M. CAMPBELL, ASSOCIATE GENERAL 
COUNSEL, GENERAL ACCOUNTING OFFICE; ACCOMPANIED BY 
EDWIN J. MONSMA, DEPUTY ASSISTANT GENERAL COUNSEL; 
JOHN MILLER, ATTORNEY WITH GENERAL COUNSEL’S OFFICE 
STAFF 


Mr. Campbell. Thank you, Mr. Chairman. On my right is Mr. Ed 
Monsma, Deputy Assistant General Counsel. On my left is Mr. J ohn 
Miller, attorney with the General Counsel’s Office staff. 

Mr. Chairman, we are pleased to be afforded this opportunity of 
appearing before your committee to testify on S. 3341, which would 
revise upward the mileage and per diem rates, as well as the limitation 
on reimbursement for actual expenses of subsistence payable to civilian 
employees traveling on official business within the continental United 
States. 

A major feature of the bill is the provision for automatic adjust- 
ments in mileage rates. 

By letter dated June 4, 1974, B-5019, the Comptroller General set 
forth the views and recommendations of the General Accounting Of- 
fice upon S. 3341. It is requested that a copy of that letter be incor- 
porated in the hearings of this committee. 

Senator Huddleston. Without objection, it is so ordered.^ 

Mr. Campbell. The General Accounting Office fully endorses the im- 
mediate increases in per diem rates and in the actual expense reim- 
bursement ceiling that would become immediately effective if the bill 
is enacted into law. 


1 See app. II, Agency Comments, p. 40. 
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While we haven’t conducted a specific study of the mileage rate or 
per diem rates, we have noted that the last change in per diem rates 
occurred back in 1969 and since that time the cost of living index lias 
increased approximately 28 percent. 

We also have noted numerous instances wherein our own employees 
traveling on official business have objected by reason of the fact tliat 
their reimbursement for their expenses has not been sufficient to cover 
the expenses of the official travel. 

The General Services Administration has conducted a survey which 
would apparently justify the increase in the mileage rate, and I under- 
stand sometime ago they conducted a survey in connection with jier 
diem rates also. 

I assume that they are in a position to give you full particulars of 
the results of those surveys. 

Wo do know that with respect to statutory mileage rates, there has 
been no change in them since 1961. In the meantime, as you know, 
cost of vehicles have risen, cost of maintenance has risen, costs of op- 
eration have risen. So we feel that the rates provided in the bill cer- 
tainly are needed. 

We also favor the objective of providing an administrative mecha- 
nism for adjusting mileage rates based upon a continuing study of the 
cost of operating vehicles without the necessity for enactment of spe- 
cific legislation authorizing each such adjustment. 

We also think that your committee should give serious consideration 
to providing similar authority under which per diem rates, as well as 
the limitation on actual expense reimbursement, could be adjusl;ed 
from time to time based upon changes in subsistence costs without 
further action by Congress or subject to the legislative veto procedure. 

Our Office is strongly opposed, however, to those provisions of 
S. 3341 which vest in the Comptroller General the function of con- 
ducting a continuous study on vehicle operating costs and submitting 
to the President periodic adjustments in mileage rates based upon 
such study. 

The compiling of mileage statistics upon the basis of which the au- 
thorized mileage rates would be determined is primarily a function 
of the executive branch and the great majority of the employees who 
would be affected thereby are employed by the executive branch. 

Further, the resources of the General Accounting Office can more 
effectively serve the Congress and the American taxpayer through the 
review of executive branch actions rather than through the perform- 
ance of administrative functions. 

Our firm opinion is that this function should be vested in the 
President or such officer in the executive branch as the President may 
designate. 

The General Services Administration presently is vested with the 
function of promulgating travel regulations which govern the travel 
benefits of the majority of civilian employees of the Government and 
in our opinion the function of conducting the continuing study con- 
templated by S. 3341 appropriately could be vested in that agency. 

In our judgment the General Accounting Office should exercise an 
oversight function to insure that the agency charged with the respon- 
sibility for conducting the continuing study uses an appropriate base 
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for determining costs of travel and follows appropriate procedures 

to accomplish the result contemplated by the bill. 

This concludes my statement Mr. Chairman. We shall be happy to 
attempt to answer any questions you or the members of the committee 

may have. i u n iv 

Senator Huddleston. Thank you very much, Mr. Campbell, uo 

the other gentlemen have statements? 

Mr. Campbexj^. Do you have anything to add, either one of you 

gentlemen? , ^ , n j j. 

Senator Huddleston. You indicate, Mr. Campbell, that you do not 
believe the General Accounting OlRce is the agency to conduct the 
survey report on mandatory increases. Which agency within the ex- 
ecutive branch do you believe would be best suited ? 

Mr. Campbell. In my judgment, I would think the General Serv- 
ices Administration has had more pperience in that. They have con- 
ducted recent studies both as to mileage and as to per diem rates. 

While we have not conducted any review of those studies, we have 
no reason to believe that they have been based on any invalid 
assumptions. 

Senator Huddleston. Your agency, then, has not evaluated the re- 
cent studies you ref er to ? . .r 1 ■ , 1 .Ll 

Mr. Campbell. No, w^e have not. I think this : I think by the over- 
sight function that may be vested in our agency if our recominenda- 
tion is accepted, that what you really have is a double-barrel 

assurance. . 

First, you have one agency charged with the responsibility of con- 
ducting these studies and making the recommendations, and you have 
the General Accounting Office which would, in effect, act as a watch- 
dog over the studies that are presented to see that they are in sufficient 
form and content and reasonably reflect the actual cost of official 


travel in the United States today. , . 

Senator Huddleston. The bill suggests that continuing studies be 
made, with the possibility of these adjustments every 3 months. Do you 
view this as feasible — ^having an automatic mechanism that would put 
increases into effect on the basis of increased costs that might be de- 


termined by a study ? 

Mr. Campbell. It could operate that way. I personally feel— and the 
Office has taken no official position on this, we really haven’t con- 
sidered it too much — that perhaps 3 months is a little too frequent to 
conduct the studies. Perhaps once every 6 months should be adequate. 

Senator Huddleston. Do you foresee the possibility that this might 
also result in a downward reduction ? 

Mr. Campbell. Conceivably it could. I think it should. 

Senator Huddleston. If it reflects actual costs ? 

Mr. Campbell. If it reflects actual cost reductions. I don’t foresee 
it happening in the near future. 

Senator Huddleston. If the executive branch is given this responsi- 
bility in the bill, reviewing and reporting, what type of oversight 
responsibility would you see for the GAO ? 

Mr. Campbell. I would think that the General Accounting Office 
ought to. If they don’t examine the results of each and every survey 
that they make, I think they should periodically take a look at the 
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practices and the methods by which the GSA is conducting these 
surveys and developing these costs, to see that they are based upon 
sound principles. 

Senator Huddlestok. Primarily to determine if the procedure is 
correct ? 

Mr, Campbell. Yes. I think it would be a great duplication of effort 
for the General Accounting Office to go out and verify each fact and 
figure that GSA comes up with, but at least we could examine very 
carefully the base that they use for developing this information. 

Senator Huddleston. You didn’t mention the GAO position on the 
various rates that would be paid for use of privately owned auto- 
mobiles, vehicles. Does the GAO have a position on this ? 

Mr. Campbell. Do you mean the 14.5 cents provided in the bill, sir ? 

Senator Huddleston. Yes, that is correct. 

Mr. Campbell. We don’t have a position. We don’t know exactly 
what it should be because we have conducted no study. It seems to me 
that based upon substantial increases in costs of living since these 
mileage rates were last developed back in 1961 — the cost of living 
has risen approximately 60 percent since that date — and since you are 
only advancing the mileage rate 2.5 cents, that this is not an unreason- 
able figure. 

Senator Huddleston. Do you have any suggestions on how the 
language requiring written authorization for use of a privately-owned 
vehicle might be written so as to reflect both the committee'^s intent 
and not present an unnecessary hardship on Federal employees ? 

Mr. Campbell. It is difficult to really say whether or not it does!. I 
would think in most instances if the bill is proper^ administered and 
there is no abritrary action on the part of the official in refusing to 
grant the use of a privately owned automobile in appropriate cases, 
there shouldn’t be hardship. 

In the event j^ou do have some arbitrary action on the part of the 
authorizing official, then you would have hardship. I don’t know how 
you could prevent that in legislation. 

Senator Huddleston. It seems to be a problem. 

You pointed out correctly that S. 3341 doesn’t provide correspond- 
ing increases for the legislative branch of Government. Do you think 
the GAO ought to conduct a study and report on increases for the 
legislative branch, too ? 

Mr. Campbell. No. I think that is primarily a matter for Congress 
to decide. Actually, I guess the House does it by House rule and the 
Senate does it by legislation. 

Senator Huddleston. It seems like Congress ought to be able to take 
care of itself, then. 

Mr. Campbell. Right. 

Senator Huddleston. The bill doesn’t address itself to the question 
of the use of private aircraft by public employees. 

Do you have any position on that — should the bill be extended to 
include costs incidental to the use of private aircraft as well as the 
mileage that is available to them ? 

Mr. Campbell. I don’t know how much travel employees do by pri- 
vately owned aircraft. I don’t know that there is a real problem on uiat 
today. Do you have any information on that, Ed ? 


35-576 0 - 74 -2 
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Mr. Monsma. I think a couple of years ago there was a move on to 
get a special mileage rate for use of privately owned aircraft, and 
0MB and the Interior Department and the Agriculture Department 
do have some use of privately owned aircraft which is really advan- 
tageous to the Government in some specific circumstances. 

The executive branch did make a study, and as I recall, they came 
up with a figure of about 22 cents a mile. 

I think that there has been information developed in the executive 
branch which would provide a basis for incorporating a specific mile- 
age rate for airplanes, and hopefully, the General Services Adminis- 
tration will be prepared to furnish that to you. 

Mr. Turner. Mr. Campbell, I wonder if you might comment on the 
suggestion that there are areas in the country that are inuch more ex- 
pensive than other areas. Those who are going to testify, I believe, 
will comment on this disparity of costs between different areas. 

Do you think it is a good idea to try to get some kind of flexibility 
in the payment of per diem to reflect that ? 

Mr. Campbell. Wc really haven’t given too much consideration to 
that particular problem. We do know that certainly there are high- 
cost areas in the country in comparison to other areas. 

There might be some problems in determining exactly what the con- 
fines of these high-cost areas are. For instance, New York City is cer- 
tainly a high-cost area, San Francisco a high-cost area, but how far 
out into the metropolitan area of those cities does that high cost 
prevail? 

I don’t know that we are in a position to say yes or no to a question 
like that. I certainly think it warrants thorough consideration. 

Mr. Turner. You say in your statement: ‘We propose that the 
Comptroller General be directed to conduct a study of the actual 
costs of employee living expenses while in travel status for the 
Government,” 

So I guess the best w’e can say is that if in fact you are_ so ordered to 
conduct a study, that you will take into consideration this diversity of 
costs. 

Mr. Camfbei.l. I would think we would, yes, if we are ordered to 
do so. 

Mr. Turner. Also, would it not be helpful to make a study of what 
the private sector pays for reimbursement of its emploj^ees when they 
are in a status similar to Government employees, to see what relation- 
ship the private sector has to the Federal sector, as we have looked at 
private salaries vis-a-vis Federal salaries? 

Mr. Campbell. I think it certainly would be appropriate to look 
at the private sector. The problem is in the private sector whether they 
grant the same type benefits to all employees depending upon their 
status and salary in a private organization. 

It may be that the top level employees get very great benefits in 
comparison to what the lower salaried employees would receive. 

So I don’t know what base you would use in the private sector to 
apply to Government employees, all of whom receive the same. 

Mr. Turner. You could have some kind of cost comparability by 
salary or position status, and that sort of thing. 

Mr. Campbell. I think it should be looked at. 
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Senator Huddleston. Thank you, Mr. Campbell and gentlemen. 
Mr. Konald Zechman, Associate Administrator for Federal Man- 
agement Policy of the General Services Administration. 

STATEMENT OF EONALD E. ZECHMAN, ASSOCIATE ADMINISTEA- 
TOE FOE FEDEEAL MANAOEMENT POLICY, GENEEAL SEEVICES 
ADMINISTEATION; ACCOMPANIED BY EOBEET CHANDLEE, 
CHIEF OF PASSENGEE TEANSPOETATION SEEVICES BEANCH, 
FEDEEAL SUPPLY SEE VICE; GOEDON YAMADA, DIEECTOE OF 
MANAGEMENT SYSTEMS AND SPECIAL PEOJECTS, OFFICE OF 
FEDEEAL MANAGEMENT POLICY; ED DUIGNAN, CHIEF COUNSEL, 
FEDEEAL MANAGEMENT POLICY, GENEEAL SEEVICES ADMIN- 
ISTEATION 

Mr. Zechman. Good morning, sir. My name is Eonald E. Zechman, 
Acting Associate Administrator for the General Services Administi'a- 
tion. I would like to introduce the members of the staff who are sup- 
porting me. 

To my far left is Mr. Robert Chandler, Chief of Passenger Trans- 
portation Services Branch, Federal Supply Service; to my immediate 
left is Mr. Gordon Yamada, Director of Management Systems and 
Special Projects, Office of Federal Management Policy; and to my 
right is Ed Duignan, Chief Counsel, Federal Management Poli<^y, 
GSA. 

Mr. Chairman, I appreciate the opportunity to appear before this 
committee today on behalf of Arthur F. Sampson, Administrator, 
GSA, to present our comments on S. 3341, relating to per diem and 
mileage expenses. 

We strongly support the overall objective of the proposed legisla- 
tion to increase per diem and mileage allowances. We do, however, 
have some differences in the manner in which these increases are im- 
plemented and, therefore, have submitted a draft bill to Congress, a 
copy of which is attached, for the record. 

[The information referred to follows :] 

A BILL To revise certain provisions of title 5, United States Code, relatlM to per diem 
and mileage expenses of employees and other Individuals traveling on offlclal business, 
and for other purposes 

Be it macted hy the Senate and House of Representatives of the United States 
of America in Congress assembled, That subchapter I of chapter 57 of title 6 
United States Code, is amended as follows : 

(1) In Section 6701, by striking out “and” at the end of paragraph (5), 
by striking out the period at the end of paragraph (6) and inserting in 
lieu thereof “ ; and”, and by adding the following : 

“(7) ‘major city locality’ means a city or metropolitan area designated 
ns such by regulation prescribed under section 6707 of this title.” 

(2) In section 5702(a), by striking out “$25” and inserting in lieu there- 
of “$30” ; 

(3) By changing the language of section 6702(c) to read as follows: 

“(c) Under regulations prescribed under section 6707 of this title, the 

head of the agency concerned may prescribe conditions under which an (im- 
ployer may be reimbursed for the actual and necessary expenses of the ti'ip, 
not to exceed an amount named in the travel authorization, when the maxi- 
mum per diem allowance would be much less than these expenses, due to — 
(1) the unusual circumstances of the travel assignment, in which case 
the amount named in this travel authorization may not exceed — 
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(a) $60 for each day in a travel status inside the continental 
United States ; or 

(b) the maximum per diem allowance plus $23 for each day in a 
travel status outside the continental United States ; or 

(2) a travel assignment to a city or metropolitan area designated by 
regulations prescribed under section 5707 of this title as a ‘major city lo- 
cality’, in which case the amount named in the travel authorization may 
not exceed the amount stated in the regulation so designating the 
locality.” 

(4) In section 5703(c), by striking out “$25” and Inserting in lieu thereof 
“$30”. 

(5) In section 5703(d), by striking out “$40” and “$18” and inserting in 
lieu thereof “$50” and “$23”, respectively. 

(6) In section 5704 (a) by: 

(a) striking out “12 cents” and Inserting in Ueu thereof "18 cents” at 
the beginning of paragraph (2) ; 

(b) striking out the words “or airplane” at the end of paragraph (2) 
and Inserting after the semicolon the word “or” ; and 

(c) adding at the end thereof a new paragraph as follows: 

"(3) 24 cents a mile for the use of a privately owned airplane;” 

(7) In Section 5704(b) by: 

(a) striking out the word “and” after semicolon at the end of para- 
graph (2) ; 

(b) striking out the period at the end of paragraph (3) and inserting 
in lieu thereof “ ; and” ; and 

(c) adding at the end thereof a new paragraph as follows: 

“ (4) landing and tiedown fees.” 

Sec. 2. The seventh paragraph under the heading “Administrative Provisions : 
in the Senate section of the Legislative Branch Appropriation Act, 1957 (70 
Stat. 360, as amended, 2 U.S.C. 68(b) ), is amended by striking out “$26” and 
“$40” and inserting in lieu thereof “$30” and $50”, respectively. 

Mr. Zechman. Specifically, our draft bill proposes the following: 

Raise per diem maximum from $25 to $30 (rather than $35 as in 
S. 3341). 

Raise actual subsistence maximum from $40 to $50 (same as 
S. 3341). 

Raise per diem maximum for travel outside of the continental 
United States from $18 to $23 (not contained in S. 3341). 

Set special locality rates for major cities where the maximum per 
diem rate would be inadequate to meet the average cost of lodgings 
and meals (not contained in S. 3341) . 

Set statutory maximums of $0.18 per mile for automobiles and $0.24 
per mile for airplanes — compared with $0,145 and $0.12, respectively, 
to be adjusted on an actual cost basis quarterly in S. 3341. Landing 
and tiedown fees not included in S. 3341 are also provided in our draft 
proposal. 

Executive Order 11609 of July 22, 1971, vested in the Administrator 
of General Services the authority of the President to prescribe regula- 
tions under 5 U.S.C. 5707. The current Federal Travel Regulations, 
promulgated by the General Services Administration, are those which 
became effective on May 1, 1973 (41 CFR 101-7) . 

In view of rising costs associated with travel, especially in major 
metropolitan areas, the General Services Administration initiated a 
study to determine the adequacy of present travel allowances for 
Federal employees. 

The study involved approximately 13,000 actual employee travel 
experiences representing 63,000 man-days of travel taken over a period 
of 3 months in 1973, and included 22 agencies of the executive branch. 


Approved For Release 2001/09/07 : CIA-RDP76M00527R000700030005-6 



Approved For Release 2001/09/07 : CIA-RDP76M00527R000700030005-6 

9 


This reflects seven-tenths of 1 percent of the total number of man- 
days of travel. Eesults show that the present $25 per diem rate was 
inadequate for over 50 percent of the reported travel. 

This was due, primarily, to the increased average costs of approxi- 
mately 24 percent in food and lodging expenses since 1969, the year of 
the last per diem increase. 

The Consumer Price Index level reflects this fact. The study also 
disclosed that actual subsistence expense allowances of up to $40 per 
day were authorized in only 3 percent of the travel reported. 

We, therefore, propose in our draft bill that the maximum statutory 
per diem allowance be increased from $25 to $30 ; the maximum statu- 
tory actual subsistence expenses in the continental United States be 
increased from $40 to $50 per day ; and the permissible amount in addi- 
tion to the maximum per diem allowance established for the locality 
for travel outside the continental United States be increased from $18 
to $23 per day. 

Section 2 of our draft bill would provide the same changes in the 
$25 and $40.Jimitations imposed upon the Senate by the Legislative 
Branch Appropriation Act, 1957, as amended. 

In spite of these increases, the allowances will not be sufficient to 
take care of those employees traveling to major cities such as New 
York and San Francisco. Based on published commercial lodging and 
meal expenses, it would require an average of $45 per day for adequate 
lodgings with three average meals, including tips and taxes. 

For that reason, it is proposed in our draft bill to permit the reim- 
bursement of actual and necessary expenses of a trip when they are 
much more than the maximum per diem allowance, due to a travel 
assignment to such major cities and metropolitan areas. Under preamt 
law this reimbursement is permitted only when the higher expenses are 
due to “unusual circumstances.” 

Based on a $30 statutory per diem rate, it is anticipated that there 
would be approximately 10 major city areas at the present time where 
travel expenses would exceed the maximum per diem rate by 10 per- 
cent or more and would therefore be designated as a “major city 
locality.” 

A maximum rate would be stated in the governing regulations for 
each major city area so designated, but in no case will the rate estab- 
lished exceed the $50 statutory maximum actual expenses allowance. 

It is further anticipated that the maximum locality rates would be 
reviewed at least annually and adjusted, as appropriate, within <;he 
proposed ceiling of $50 per day. These major city locality rates wo\ild 
be prescribed as maximums only, and when actual subsistence expenses 
incurred in any one day are less than the maximum authorized, the 
traveler will, of course, be reimbursed only for the lesser amount. 

I wish to call to the attention of the chairman that due to an over- 
sight the sentence applying to the $50 per day maximum to the major 
city locality rate was omitted from our draft substitute bill. I'he 
sentence, “In no case may the amount stated in the regulations exceed 
$50 per day,” should be added to the last sentence of paragraph 5702 
(c) (2) of the proposed draft bill. 

We believe this major city locality rate method to be a means of 
meeting the demonstrated needs of Federal employees who must travel 
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on official business, which is preferable to increasing the maximum per 
diem rate to a level sufficient to meet these particular circumstances of 

travel. . ^ 

It will relieve the situations which are now causing most ot tne 
hardships experienced by Federal employee travelers, while the pro- 
posed increase in the maximum per diem rate will adequately cover 

the remainder. , . ^ n i. v. 

We feel that the $35 per diem proposed in S. 3341 would not be 
sufficient to cover the cost of travel to some major cities, but be too 
high for the majority of travel. 

Under our proposed draft bill, the maximum yearly cost impact 
based on a per diem increase to $30 would be approximately $24 million 
over the present rate ($25), plus an additional increase of approxi- 
mately $10 million based on the establishment of the major city 
locality rate method. 

We estimate an across-the-board increase to $3o as proposed in 
S. 3341 would in comparison have a maximum cost impact of approxi- 
mately $47 million over the present $25 rate. Thus, calculations based 
on our sample indicate that our proposed draft bill would result in a 
lower cost of up to $13 million for travel of some 9.4 million man-days 
per year. 

While these figures are based on payment of maximum per diem 
for all travel, which would not be the actual case, it does serve to 
support our opinion that the proposed draft bill would satisfy the 
traveler’s needs, yet result in lower costs to the Government than 

S341. . 

A recent study by GSA of automobile operating costs indicates that 
the cost of operating a privately owmed automobile as of April 1974 
was 14.4 cents a mile. 

Another study ivhich we recently completed relates to costs associ- 
ated with operating a privately owned airplane. As determined in this 
study, the cost of operating a privately owned, single-engine, piston 
airplane, as of December 1973, was approximately 20.6 cents per mile, 
exclusive of landing and tiedown fees. 

Although our studies indicated operating costs of 14.4 cents per 
mile for privately owned automobiles and 20.6 cents per mile for 
privately owned airplanes, we recommend that the statutory rates be 
set at 18 and 24 cents per mile, respectively. This would allow us 
latitude in prescribing reimbursement rates within the statutory max- 
iraums that will equate to the current costs of operating these 
conveyances. 

Additionally, we recommend that 5 U.S.C. 5704(b) be amended to 
permit reimbursement for landing and tiedown fees in addition to 
the mileage allowance prescribed for privately owned airplanes. 

This proposal is not in S. 3341. Although similar costs such as 
“parking fees,” “ferry fares,” and “highway tolls” may be separately 
allowed under 5 U.S.C. 5704(b) there is no clear or specific statutory 
language for separately allowing the expenses of “landing” or “tie- 
down services” when a privately owned aircraft is authorized for use 
on official business. . 

A revision in the law to specifically allow separate reimbursement 
for these costs will insure a closer relationship between expenses in- 


Approved For Release 2001/09/07 : CIA-RDP76M00527R000700030005-6 



Approved For Release 2001/09/07 : CIA-RDP76M00527R000700030005-6 


curred and the amount of reimbursement and will standardize the 
allowances as they relate to both automobiles and airplanes. 

The estimated annual costs impact for each 1 cent per mile increase 
for privately owned vehicles is $3.8 million and for privately owned 
airplanes is $11,000. 

If the rates for reimbursement are set at 15 and 21 cents, the ei5ti- 
mated annual total cost impact would be $11.5 million more than 
today’s inadequate allowance. Since both S. 3341 and our proposal 
are designed to provide reimbursement based on current costs, there is 
no advantage in terms of lower mileage costs for either bill. 

The Office of Management and Budget advises us that these in- 
creases in travel costs will be largely absorbed by the individual agen- 
cies within their available appropriations. 

This concludes my prepared statement, Mr. Chairman. I will be 
happy to respond to any questions you may have. 

Senator Huddleston. Thank you very much. 

In arriving at your figure of $30 per diem rather than the $35 as the 
bill proposed, were you dictated more by the costs to the Government 
of meeting this increase or by the actual costs of living for the em- 
ployees ? 

Mr. Zechman. It is based on increased cost of travel to the employee 
as revealed by our recent studies and the Consumer Price Index 
changes since the last per diem increase in 1969. 

Senator Huddleston. You mentioned that your figure of $30 a d ay 
would cost considerably less, of course, than a figure of $35. 

I was wondering whether you were principally concerned with the 
cost to the government or the adequacy of reimbursement for the em- 
ployee. 

Mr. Zeohman. Yes, sir. In most parts of the country, Mr. Chairman, 
the $30, we feel, would be adecjuate. It is in the major metropolitan 
areas where a higher rate is required. 

Senator Huddleston. You mentioned some 10 areas, which are 
major, special areas. 

Mr. Zeohman. Yes. 

Senator Huddleston. What kind of bookkeeping and administrative 
problem would be involved in having a differential in major areas? 

Mr. Zeohman. Very little. It would basically entail similar admin- 
istrative costs as are now being encountered under the present allow- 
ances. The traveler would be paid the locality rate for the metro- 
politan city area listed on the travel orders. The metropolitan area 
will be established in a manner such as defined by the Bureau of the 
Census. 

Senator Huddleston. Do you have any estimate on the number of 
Federal employees who use their own cars for Federal business? 

Mr. Zeohman. We do not have this specific total, sir. We have con- 
ducted studies from which some estimates can be made. I have data on 
eight agencies and it is related in miles. I do not have the number of 
vehicles, but for eight of the Cabinet agencies, it comes to 231 million 
miles paid at the 11-cent rate which is based on use of the POV 
when it is advantageous to the Government. However, there are two 
additional rates of reimbursement when use of POV is for the con- 
venience of the employee. We have no mileage data for this travel. 
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Senator Huddleston. Is it fairly well distributed among the various 

‘^Ti^ZEOTMAN. No. I think primarily in the Treasury D^artment 
because the Internal Eevenue Service has 90 million miles; HEW has 
42.4 ; HUD approximately 42 million, Commerce 23, and Agriculture 

lo * 

Senator Huddleston. Do you have the figures for the expenditure 

necessary to cover that mileage? 

Mr. Zeohman. You would have to pro]ect that at 11 cents per mile 
times 231 million miles. This results in a total of $25.4 million. 

Senator Huddleston. Have you analyzed S. 3341 as it was written . 

Mr. Zeciiman. Yes, sir. . . n £ 

Senator Huddleston. With the idea of arriving at any figure ot 
cost, the total cost of it if it were in effect based on the present travel 

volume? j . ^ 

Mr. Zechman. Yes, sir. In our statement, we made a comparison. 

This comparison assumed all travelers receive the maximum rate— our 
calculations show that S. 3341 would cost $47 million compared to 
$34 million for our proposal. • 

Senator Huddleston. In your proposed language in section oTUl, 
you allow flexibility for each agency to determine the conditions under 
which an employee might be reimbursed for the actual and necessary 

expense of travel. . . 

Does that cause problems? Why not centralize this determination 
rather than have a multiplicity of reimbursement schedules? 

Mr. Zechman. The law provides that the head of an agency inay 
prescribe conditions under which an employee may be reimbursed for 
the actual and necessary expenses of travel. Our travel regulations 
provide guidelines to tlie agencies for determining each agency a cer- 
tain amount of conditions justifying reimbursement of actual and 


necessary expenses. 

As between Agriculture and DOD, there are a number ot 

variances. . 

Senator Huddleston. It does result at least in the possibility that 
some employees would be favored in reimbursement over others, and 
some inequity may develop. 

Mr. Zechman. Yes, for example, the Department of Agriculture, 
travels primarily to the rural areas of the country where the cost of 
lodging may not be as burdensome as to an agency which travels to 
metropolitan areas. 

Senior Huddleston. Did your study develop any comparisons be- 
tween what private enterprise pays in the mileage allowances and per 
diem as compared to the Government? 

Mr. Zechman, Yes. One of the two sources available to us in making 
the study is a document prepared by Kunzheimer & Co., Inc., Eoches- 
ter, Wis. The other is the Bureau of Labor Statistics. We found that 
the private sector relies very heavily on the Eunzheimer Meals/Lodg- 
ing Cost Index, which provides lodging and meals for 100 major cit- 
ies. They update 25 cities each quarter. So once a year every city is up- 
dated. They give three ranges: a low, medium, and high. The figures 
that we used are the medium range for all metropolitan areas. 


Approved For Release 2001/09/07 : CIA-RDP76M00527R000700030005-6 



Approved For Release 2001/09/07 : CIA-RDP76M00527R000700030005-6 


Senator Huddleston. Under mileage, your study developed cost of 
j'lst under 14.5 cents. You are proposing 18 cents per mile? 

Mr. Zechman. Yes, sir. As a statutory maximum. 

Senator Huddleston. What is the reason ? 

Mr. Zechman. The reason for that, sir, is that with the fluctuation in 
the price of gasoline and other operating costs of the automobile, we 
would not have to come back to the Congress next year again. This 
legislation would set the statutory maximum and GSA would by reg- 
ulation prescribe the rate based on studies of the cost of operating an 
automobile. 

Senator Huddleston. When was the date of your study ? 

Mr. Zechman. It was in the latter part of 1973. The 14.4 cents was 
updated as of April 1974. 

Senator Huddleston. But even since then there has been some in- 
crease in gasoline at least. 

Mr. Zechman. Yes, sir. I would assume so. 

Senator Huddleston. I might point out that the Department of 
Transportation’s estimate for April 1974 was 15 cents. 

Mr. Zechman. Yes, sir. In fact it is 15.9 cents based on February 
1974 prices published in the April DOT report. The difference is 
caused by our adjustment of cost factors relating to depreciation 
wherein we use a 5 -year depreciation rate instead of the DOT 10-year 
rate. Also our rate does not include parking, garaging, and tolls in- 
cluded in the DOT mileage rate. 

By the way, Mr. Chairman, the General Services Administration 
would have no objection to the proposal that was submitted to this 
committee by the General Accounting Office. We would strongly favor 
that approach. 

Senator Huddleston. You have no objection to that. 

Under your approach, though, on this flexible mileage allowance, a 
maximum of 18 cents, a given agency or a given department could 
maintain the present low figure. 

_Mr. Zechman. The aut&rity to prescribe reimbursement rates lies 
with GSA. The agency would be required to adhere to whatever rates 
we establish in the Federal Travel Eegnlations. We recently raised the 
11-cent rate to 12 cents. 

If we prescribe 14.4 cents, the agency would then be required to re- 
imburse the traveler that amount. 

Senator Huddleston. It couldn’t go any lower than that ? 

Mr. Zechman. Eo, sir, not under the prescribed circumstances of 
travel for that rate of reimbursement. 

Senator Huddleston. The suggestion is that the update be on the 
basis of a quarterly one. Is this a reasonable length of time ? 

Mr. Zechman. We would prefer to do it annually. However, I 
think we should retain the flexibility. A good example would be what 
occurred in the cost of operating a vehicle during the last 6 months, 
during the energy crisis. I think it would only be prudent management 
to review it on a more current basis. 

However, in general, I think an annual basis would be satisfactory. 
We have to take the factors at that time into consideration, sir. 

Mr. Turner. Mr. Zechman. we just heard testimony from Mr. 
Campbell of the GAO that indicated that there hadn’t been a change 
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in the motor vehicle reimbursement since 1961, where I believe it was 
12 cents a mile. 

Mr. Zechman. That is the statutory maximum rate. It was only 
recently that we authorized the use of the 12-cent rate which is the 
statutory maximum that we can administratively authorize under the 
present law. 

Mr. TumsTER. But that was the maximum ? 

Mr. Zechman. Yes, sir. 

Mr. Turner. In that period of time, from 1961 to 1974, Mr. Camp- 
bell suggested there was a 60 percent increase in the cost of living. 

So I am a little bit concerned as to your recent study which says that 
the cost of operating a privately owned automobile should be 14.4 
cents and your recommendation as a maximum to be 18 cents. 

Since 1961 there has been such a substantial increase in the cost of 
living, I see your 18 cents as a maximum and perhaps the bulk of the 
auto mileage reimbursement will be down arouncT 14.4 cents. Isn’t 
that what you contemplate? 

Mr. Zechman. First of all, I don’t know what the actual reim- 
bursement was in 1961. It was something significantly less than 12 
cents. There have been numerous changes over the years leading up 
to eventually getting to 12 cents per mile in Febmary of this year. 

I think I am missing your point, though. 

Mr. Turner. No, 1 am just trying to find out in your recommenda- 
tion for 18 cents whether or not that is going to be a maximum and 
whether there is some floor that we can identify here. 

Mr. Zechman. That would be the maximum, sir. Bight now, if 
we enacted as of today, the cost would approximate 15 cents per 
mile. That is the rate we would implement administratively in our 
regulations. 

Mr. Turner. I guess my problem is that where the period of time 
from 1961 to the present the maximum was 12 and i)erhaps the cost 
was something less, that this 14.4 for the future is not sufficient to 
be the floor. It should be something greater, because the cost of living 
has jumped. 

Mr. Zechman. The 18 is statutory, but we would base the actual, 
the reimbursable amount, whether it is 15 or 16, on the actual cost 
that would be reported from our study. 

At this point it could vary. As of today, we say we would imple- 
ment 15 cents a mile as an adequate reimbursable figure. 

Senator Huddleston. You mentioned you thought the adjustments 
ought to be made annually, but would the study be continuous? 

Mr. Zechman. Yes sir. It would be a continual update on the 
information to point out to us whether there are major variances 
which could occur on a short term basis. If our figures did not indi- 
cate any major variances, we would issue an update on an annual basis. 
However, if, as I cited earlier, sir, with the energy crisis or if gas 
prices went up drastically, we would then come out with an interim 
update to the regiilations so that the Federal employees would be 
adequately compensated for the costs for operating their vehicle. 

’ Senator Huddleston. Thank you. 

Mr. Zechman. Thank you, Mr. Chairman. 

Senator Huddleston. We will next hear from Vincent L. Connery, 
president of the National Treasury Employees Union. 
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STATEMENT OE VINCENT L. CONNEEY, PEESIDENT, NATIONAL 

TEEASUEY EMPLOYEES UNION; ACCOMPANIED BY MAEY 

CONDON GEEEAU, DIEECTOE OF LEGISLATION; JEEEY KLEPNEE, 

DIEECTOE OF COMMUNICATIONS 

Mr. Connery. Mr. Chairman, I am accompanied here this morning 
on my left by Mrs. Mary Condon Gereau, director of legislation ; and 
on my right, by Mr. Jerry Klepner, our director of communicationii. 

My name is Vincent L. Connery. I am president of the National 
Treasury Employees Union, formerly the National Association of In- 
ternal Eevenue Employees. 

Our union has been elected the exclusive representative of more than 
60,000 Treasury Department employees, incmding over 90 percent of 
the employees of the Internal Eevenue Service who are eligible to be 
represented by a union. 

We welcome this opportunity to comment on S. 3341, a bill which is 
designed to remedy one of the most pressing problems faced today by 
countless Federal employees who must travel or use their own auto- 
mobiles as a regular part of their jobs. 

Because of grossly inadequate mileage and per diem allowances, tens 
of thousands of Federal employees are being forced to subsidize the 
Government. They must, in effect, use their personal funds to supple- 
ment cost which should be completely borne by the Federal Govern- 
ment. 

Employees of the Treasury Department, like those in other Federal 
agencies, are required by the nature of their work to travel. Thousands 
of these men and women who are employed by the Internal Eevenue 
Service, Bureau of Alcohol, Tobacco, and Firearms, and the U.S. 
Customs Service are assigned away from their home office for periods 
of several days, weeks, or even months to conduct audits, investiga- 
tions, and other necessary duties. 

Others, from time to time, are called in to regional and national 
office meetings held in cities far from their work sites. In each instance, 
these employees must stay in hotels or motels and, of course, incur 
lodging and food expenses which arc far greater than the present rij- 
imbursement rates. 

Even when overnight travel is not required of them, these same em- 
ployees, and scores of others, must use their own automobiles to con- 
duct vital government business because of poor public transportation 
and the failure of the General Service Administration to provide suffi- 
cient Government vehicles. 

In the Collection and Audit Divisions of the Internal Eevenue Serv- 
ice alone, ther are more than 20,000 employees who regularly use their 
own cars for the convenience of the Government. 

Most of these employees travel extensively, many more than 13,000 
miles per year on Government business. When the present mileage al- 
lowance of 12 cents is con^ared to the actual cost of operating an 
automobile, which a recent Department of Transportation study ^ coii- 
cluded was 15.9 cents per mile, one can readily see that these employees 
are losing 4 cents for each and every mile they drive on behalf of the 
Government. For those employees who drive their own cars on Gov- 
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ernment business more than 13,000 miles per year, the annual cost to 
the employee is at least $260. 

The employees of the Federal Government should not be forced to 
bear a significant amount of the expense necessitated by their travel. 

Strictly speaking, they are not obligated to use their own cars on Gov- 
ernment business; however, if they did not, the entire enforcement 
effort would collapse for lack of transportation. 

To further penalize these officers by requiring them to operate their 
own vehicles at a substandard rate of reimbursement is grossly unfair. 

Therefore, we strongly urge the Congress to increase the mileage 
allowance to the going rate according to Government studies at the 
time of enactment. 

As presently drafted, S. 3341 would boost the allowance to 14.5 
cents per mile, which was the actual cost of operating a standard size 
automobile at the time the legislation was introduced. 

However, as I mentioned earlier in this testimony, the most recent 
study by the Department of Transportation, which is attached to this 
statement, shows that the cost has risen to 15.9 cents per mile. 

In view of the rapidly escalating costs of operating a vehicle, the 
legislation should be amended to provide for a reimbursement rate 
that is commensurate with operating costs at the time the bill is signed 
into law. 

One of the most realistic features of S. 3341 is the provision that 
the General Accounting Office conduct a continuing study of mileage 
rates and that the rates should be adjusted quarterly based upon the 
GAO cost reports. 

This, then, would enable Federal employees to be reimbursed on a 
continuing basis, under a cost operation rate that has been fairly 
determined, thereby eliminating the necessity of legislating in this 
area every few months. 

We are convinced that the GAO, rather than the General Services 
Administration which is administering the present program, should 
conduct the cost studies and establish the rates. We have more confi- 
dence in the congressional agency than we do in the executive branch 
of the Federal Government, which has demonstrated little concern 
for Federal employees in all matters that involve increased expendi- 
tures. 

For months, while the costs of operating an automobile were esca- 
lating rapidly, the GSA clung to the provenly outdated 11-cent rate 
even though the statute authorized a 12-cent allowance. Only after 
tremendous pressure from our ixnion, and many others, was brought 
to bear on this agency did it finally relent on February 8 of this year, 
and increase the allowance to the 12-cent statutory maximum. 

In the meantime, tens of thousands of Federal employees continued 
to lose a considerable amount of money which they should never have 
been forced to pay out of their own pockets. 

Even though the GSA did increase the allowance in February, the 
fact is that its own studies showed that the cost of operating an auto- 
mobile was actually 14.5 cents per mile as of the end of 1973. 

It would seem reasonable to expect that GSA would have proposed 
legislation to increase the mileage rate at least 6 months ago, but such 
has not been the case. To our knowledge, GSA has done absolutely 
nothing to relieve Federal employees from the burden of inadequate 
mileage reimbursement rates. 
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For these and many other reasons, the responsibility for determining 
the mileage rates under S. 3341 should be placed in the General Ac- 
counting Office. 

Turning now to the matter of per diem, everyone knows that a $25 
allowance is grossy inadequate. For example, such rates of reimburse- 
ment in the local area are absurd if fairness and equity are the 
criteria. 

Commercial hotels in the area such as the Koger Smith charge $20 
to $31 per day; the Statler Hilton charges $26 to $38 per day; the 
Kamada Downtown charges $24 to $28 per day ; and the Holiday Inn 
Downtown charges $22 to $26 per day. 

Other major cities are the same or even higher. To mention but a 
few : In Atlanta — the Marriott charges $27 to $36 per day ; the Hilton 
charges $19 to $24 per day; the Sheraton charges $30 and up. 

In St. Louis : the Marriott $25 to $32 per day ; the Hilton $20 to $24 
per day ; the Sheraton $20 to $24 per day. 

In Boston : the Marriott $28 to $32 per day ; the Hilton, $20 to $24 
per day ; the Sheraton, $23 to $33 per day. 

In Los Angeles : the Hilton, $24 to $35 per day ; the Sheraton, $28 to 
$30 per day. 

We are not advocating that employees should stay in top luxury 
hotels, we are merely quoting standard commercial hotel rates. The 
fact of the matter is that medium priced hotels and motels now charge 
rates ranging from $20 to $40 per day. 

It must be kept in mind that employees must also pay for their 
meals out of the per diem allowance. As we all know, meal prices are 
also escalating daily. The result is that Federal employees who are 
rec^uired to travel are considerably out-of-pocket because of the re- 
strictive $25 per diem allowance. Ajid while the employee travels, his 
family expenses continue at the same rate as if he were at home. 

A summary of single room costs for medium-priced hotels in se- 
lected cities is attached to this statement.^ In smaller cities, rates are 
likely to be lower, but it is to the metropolitan areas that most travel is 
scheduled. 

The vast majority of the Federal work force is located in and around 
metropolitan cities, and it is to these areas, where the hotel rates are 
the highest, that most Federal employees must travel on Government 
business. 

Therefore, we strongly urge the Congress to raise the per diem 
allowance to at least $35 within the continental United States, as well 
as to increase the per diem rate from $40 to $50 for expenses under 
unusual circumstances. 

In fact, we believe that in certain high cost cities such as New York, 

San Francisco, Chicago, Dallas, Honolulu, Anchorage, and others, the 
rate should be established by the Comptroller General based on studies 
conducted by the GAO. 

The same procedure as provided in S. 3341 for determining mileage 
rates could be established for determining per diem allowances and in 
turn, certain high cost areas should be identified and per diem rates in 
those cities adjusted accordingly. 

On behalf of the National Treasurv Employees Union, I appreciate 
this opportunity to share our views ivith the Congress. If there are any 
questions, I will be happy to answer them at this time. 


» See p. 73. 

Approved For Release 2001/09/07 : CIA-RDP76M00527R000700030005-6 



Approved For Release 2001/09/07 : CIA-RDP76M00527R000700030005-6 

18 

Senator Huddleston. Thank you, Mr. Connery. You went into some 
detail on the need for the special allowances in high cost areas that the 
other two witnesses this morning have already testified on. 

Did testimony that you heard from these two witnesses comply 
pretty much with yoiir thinking about that need ? 

Mr, Connery. They don’t jme with my experience, Mr. Chairman. 

I was a Eevenue Agent for 18 years before assuming this job. The 
gentleman from GSA was unable to state w'hat he was paying in 1961. 

But I can tell you what he was paying while the maximum was 12 
cents per mile, as he stated. 

The Internal Revenue Service was paying 8. They had recently 
moved up from 6. The Internal Revenue Service, as he indicated, was 
probably the highest mileage user in the Federal Government and over 
the years they have been absolutely the cheapest paying. 

Senator Huddleston. Are you suggesting the departments are pay- 
ing different rates? 

Mr. Connery. Yes, sir. As a matter of fact, in 1961, I had the ex- 
perience of being in attendance at a grand jury. At that grand jury 
there were various witnesses, many from the FBI and other investi- 
gative agencies. In the course of waiting for my turn. I had occasion 
to be chatting with these people and I learned that the FBI agent sit- 
ting next to me was getting 10 cents. 

My family, for example, farms in Kansas and at the time that I was 
getting 8 cents, little old ladies that would call at the farm about 
various Department of Agriculture studies and the like, were getting 
10 and 11 cents then. 

Senator Huddleston. Is it your suggestion then that the rates ought 
to be uniform throughout the Government ? 

Mr. Connery. I think that the rates that are being paid should be 
the same in the particular local area, certainly. I don’t know that I 
would extend the same rate nationwide. 

I doubt that I would because there are cost differences. There is a 
great deal of cost difference in operating a car 

Senator Huddleston. I understand that. But should each depart- 
ment have the same rate for the same service in the same area ? 

Mr. Connery. Yes, absolutely. 

Senator Huddleston. Back to my original question, both GAO and 
the General Services Administration witnesses indicated a need for 
areas to be designated as high cost areas, which you also support. 

Does the bill itself and the suggestion in the bill submitted by GSA 
comply with your thinking on that basis ? 

Mr. Connery. In large measure. Senator, but I would observe as I 
started to a moment ago that I am not certain that an adjustment 
based on the consumer price index would adequately get to the prob- 
lem of operating an automobile. 

Senator Huddleston. Per diem would be the factor involved mostly. 

Mr. Connery. Yes, but if the question went to hotel rates and per 
diem, I think the Government should pay the same rate to everyone. 

Senator Huddleston. With variations in areas where the cost ob- 
viously is higher than other areas ? 

Mr. Connery. Right. 

Senator Huddleston. You indicated you had more confidence in 
surveys made by the legislative branch rather than the administra- 
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tive branch. I3ut you quoted from an administration study in the 
Department of Transportation which had a somewhat higher figure, 
15.9 cents per mile for automobiles. 

Do you think there is any serious problem as to which agency or 
which department or branch of Government conducts a survey as 
long as the components of that survey and the procedures are accept- 
able and the input in the study is essentially the same? 

Is it a big question with you whether or not GAO or GSA shoidd 
have the responsibility ? 

Mr. Connery. Yes, sir. There very definitely is. Perhaps with some 
of the caveats which you mention, I might be less concerned. The fact 
of the matter is, as far as I know, no one understands how GSA ar- 
rives at their costs today. 

I can recall being over at GSA a few years ago seeking their con- 
sideration for an increase in the mileage allowances. While over there, 
I, of course, challenged their statements. 

You see, they based their position on 8 cents and 9 cents at that 
time, which is just 2 or 3 years ago. They wouldn’t go above 8 cents 
or 9 cents. My understanding of their position was that, well, they 
claimed to be able to operate their Government car fleet for 6.2 cents 
a mile. 

If the car was employed at the rate of 2,500 miles per quarter or 
more 

Senator Huddleston. I think you ought to identify the time when 
they were making that estimate. 

Mr. Connery. That would be in 1970, that they claimed to be able 
to operate the fleet for 6.2 cents a mile if the car was being driven 
10,000 miles a year or more. 

Actually, and based on that, they were claiming they couldn’t afford 
to authorize reimbursement for privately owned automobiles at more 
than 8 cents or 9 cents because they could operate a GSA car for 6. 

We discussed how the 6.6 figure was arrived at. I didn’t see their 
books and they didn’t offer to show them. 

From the discussion, it was quite apparent to me or quite question- 
able in my mind as to the method of bookkeeping. As everyone knows, 
based on the approach that the accountant or bookkeeper takes, you 
can come up with all kinds of figures. 

For example, as I understood the previous witness here he is talking 
about a figure of the Department of Transportation, figures that were 
bouncing up and down slightly and he said that they had charged the 
depreciation rate from 7 percent down to 5 percent. 

As I understand depreciation, and I think I do understand deprecia- 
tion, a 5-percent rate of depreciation would simply be a 20-year life 
any way you slice it. 

If they are going on a 20-year life of a car, this is probably why 
they claim to be able to operate it for 6 cents a mile. 

Another thing, I asked them at that time. I said, of course, I can’t 
go into all of these things with you orally, but how can you claim to be 
operating a car fleet when you concede that you don’t have in the costs 
the salaries of the people that are necessary for that fleet operation. 

They just gave that a wave. Another thing, they were using — that 
goes to the fairness of their thinking. They were claiming to have this 
self-righteous approach of 6.2 cents per mile based on the fact that 
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they were buying cars for $1,499.99. That is because under the law 
they couldn’t pay more than $1,500 for an automobile. 

What they were getting out of Detroit were these underpowered, 
stripped-down models that were dangerous to operate. At one point 
in time, going back to 1961 or 1962, when Studebaker couldn’t sell 
Larks, that is what they were selling to GSA. 

Senator Huddleston. Do you see any logic in vaiying the rate based 
on the kind of car that the employee uses ? 

Mr. Connery. He quoted from Mr. Eunzheimer. 

Mr. Eunzheimer, who is located in Wisconsin, is nationally known. 
Eunzheimer reports are subscribed to and followed by all the leading 
corporations in the United States and have been for many years. 

I invited Dr. Eunzheimer to accompany me to the Internal Eevenue 
Service in 1970. My proposal to the Eevenue Service was that they 
pay Dr. Eunzheimer to do a study of their mileage practices and their 
reimbursement practices, and based on his recommendations to con- 
sider adjusting their reimbursement policies. 

Dr. Eunzheimer advised Mr. Preston, the Assistant Commissioner 
for Administration of lES at that time, that he could do such a study 
for approximately $10,000 and that ^vas refused by lES. He also ad- 
vised Mr. Preston at that time, and in my presence, that there were 
essentially five general approaches to car reimbursement and that the 
Government was using the fourth least desirable. 

Senator Huddleston. From what standpoint? 

Mr. Connery. From his experience and studies and his reputation 
as a national consultant in these matters, as I say, he told Mr. Preston 
that there were five ap])roaches to this question of reimbursing people 
for travel expense. 

Of the five, the fourth least desirable was the one that the Govern- 
ment was using. 

Senator Huddleston. Back to the original question, do you think 
there is any occasion in having a different rate for an employee who 
drives a Volkswagen and one who drives a full-sized car? This 15.9 
figure is based on a standard-sized automobile, as I understand it. 

Many people drive cars that may get twice as much mileage to the 
gallon. 

Mr. Connery. I w-ould agree on the equity of the matter. It would 
seem to me to be obvious that someone shouldn’t get as much for driv- 
ing a Volkswagen as driving a standard sedan. It might be dilRcult to 
administer as my colleague observed. I can tell you another thing, that 
we operate group insurance plans and the group insurance claims on 
accidents that come into us show" that it is very dangerous to be driving 
Volksw’agens. 

Senator FIuddleston. I don’t want to get into the question of which 
cars ought to be driven. I am more concerned about the cost of 
operation. 

Mr. Connery. The reason I mentioned this is I was almost killed 
one time in one of those Government cars because I am used to driving 
a larger car myself, an 8-cylinder. Driving a 6-cylinder car that I was 
not used to and coming up a ramp on one of these high-speed inter- 
state highways, I w"as almost run over by a truck. 

Senator Huddleston. Would you say most of your members prefer 
to drive their own car, then, rather than a Government car ? 
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Mr. Connery. Yes. Most of them do. There are some who don’t, but 
most of them do. 

Mr. Turner. Back on the Runzheimer report, you recall the gentle- 
man from GSA showed us the book and indicated that he had looked 
at it and taken the medium figure from the book as well as his own 
study and came up with the $30 per diem. 

You testified that when you were dealing with the Runzheimer re- 
port your agency took the fourth lowest or something. Can you give us 
any insight into the Runzheimer report with respect to an appropriate 
per diem, and whether you think that $30 is the medium of the Runz- 
heimer report? 

Mr. Connery. I believe there is some misunderstanding, sir, because 
the Runzheimer reports apply only to car use; their reports; their 
studies ; their counseling goes only to car use and fleet operation. 

They do not go into other aspects of travel such as per diem and so 
forth, to my knowledge. The previous witness was talking about 
Runzheimer or quoting him or referring to him ; he was doing that in 
connection with the car mileage, I believe, and various aspects of it. 

I don’t think.: that he was or didn’t understand him to be quoting 
froinTtunzheimer on, for instance, hotel rates, because I don’t believe 
to my knowledge, Runzheimer goes into that. 

Mr. Turner. On what basis do you think the increase or correspond- 
ing decease for that matter should be made? You already testified that 
GAO should undertake a continuous study and others have suggested 
that this increase might be tied to cost of living indicator, l/^at do 
you think about that ? 

Mr. Connery. I think that there arc better ways to go about, it. 
The cost-of-living indicators may or may not be accurate reflections of 
the cost of operating a car. As a matter of fact, our most recent ex- 
perience in this country would indicate that they are not. 

I think that it is very simple these days to find out what the cost of 
operating a car is. For example, the Runzheimer group have been 
nationally laiown in this field for many years. They have this down to 
a science. 

They can find out these things if they really want to. It has been 
our experience that the GSA has been totally dominated by the Office 
of Management and Budget and when Mr. Ash or his predecessors 
said what they were going to put into the budget GSA just fell im- 
mediately in line. There was no consideration given to the equities of 
the matter. 

Mr. Turner. Thank you. 

Senator Huddleston. What is your feeling on the frequency of any 
future adjustments on a regular basis? The bill calls for quarterly. 

Mr. Connery. I certainly feel that there could be some justification 
for a semiannual adjustment. I wouldn’t stay we are wedded to every 
3 months. I think that I would bo somewhat leery, this day and age, 
of waiting for an entire year to pass. I think a 6-month period would 
be reasonable. 

Senator Huddleston. That is all of the questions we have. 

Thank you very much. 

We will next hear from Clyde M. Webber, national president of 
the American Federation of Government Employees. 
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STATEMENT OE CLYDE M. WEBBER, NATIONAL PRESIDENT, 

AMERICAN FEDERATION OF GOVERNMENT EMPLOYEES; ACCOM- 
PANIED BY CARL K. SADLER, LEGISLATIVE REPRESENTATIVE 

Mr. Webber. I am ("lyde Webber, president of the American Federa- 
tion of Government Employees. Accompanying me is Orl K. Sadler, 
our director of legislation. 

On behalf of the American Federation of Government Employees 
representing over 650,000 Federal employees in exclusive recognition 
units, I wish to express appreciation to the subcommittee and its dis- 
tinguished chairman. Senator Metcalf, for scheduling hearings on the 
subject of per diem and mileage expenses of Federal employees. 

The obvious reason for these hearings is the inadequacy of rates of 
Federal per diem and travel allowances in the light of rampant infla- 
tion. Because of this, the work of the Federal Government is handi- 
capped by the increasing reluctance of many Federal employees to 
undertake official travel requiring their personal presence outside their 

official stations of duty. . a? ■ i ■ 

As you know, one of tlie burdens in the conduct of official business 
is the frequent requirement to attend meetings away from one’s home 
installation. For many, attendance at these meetings is onerous in any 
case, even if the costs of hotels, meals, and mileage are properly 
reimbursed. 

In most instances today the per diem and travel allowances do not 
cover expenses to Federal employees. For a long time now they have 
sought to meet this problem by paying the extra costs from their own 
salaries. 

The continuing inflation of prices, both in the United States and 
abroad, has aggravated an already difficult situation. Furthermore, 
the depreciation and fluctuation of the American dollar on world 
markets has placed another tinancial strain on American officials trav- 
eling abroad on the Government’s business. 

We believe it is unwise fiscal jiolicy' for the Federal Government to 
create a situation where Federal officials and employees shun the expe- 
ditious discharge of those duties requiring travel solely because they 
are penalized by inadequate per diem and mileage allowances. 

For this reason, we welcome the introduction of S. 3341 and the 
holding of this hearing by your subcommittee. 

We should like to observe, however, that in the 2-month interval 
since the introduction on April 10, 1974, of S. 3341, the inflation rate 
has already indicated that the increases proposed in this bill are not 
likely to be adequate. 

For this reason, we believ'e that for travel inside the continental 
United States, the normal maximum per diem allowance should bo set 
at $40 rather than the $3.5 stipulated in S. 3341. 

Similarly, for exceptional situations, such as those for which provi- 
sion is made in section 5702(c), we recommend that the rate be $60 
instead of the $50 provided in S. 3341. 

Further, we urge that the supplemental authorization for maximum 
per diem allowance for each day of travel outside the continental 
I hiited States be set at $35 instead of the present $18. 

If your subcommittee were to accept our proposals, we would hope 
that you would provide conforming modifications in other sections of 
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your bill, especially those relating to United States Code, title V , sec- 
tions 5702 (e) , 5703 (c) , and 5703 (d) . 

PROVISION or AUTOMATIC ESCALATOR 

The present difficult situation in the matter of per diem has arisen 
from the circumstance that the current statute makes no provision for 
an automatic escalator in per diem maximum rates. 

Wo believe it would be most useful if such an automatic escalator 
could be provided. We suggest that this might be obtained by adding 
a new subparagraph as section 5703(e) which could read as follows: 

The per diem rates established in subsections (c) and (d) of this section shall 
be automatically adjusted upward by increments of $1 whenever the Civil Serv- 
ice Commission, pursuant to section 8340 of this title, orders the cost-of-living 
adjustment of annuities. 

We believe the simplest way of achieving this escalator is to tie it to 
the cost-of-living adjustments for Federal annuitants based on Bureau 
of Labor Statistics data, and to set it at the rate of $1 increments. 

As you know, the cost-of-living adjustments for annuities now re- 
quires an increase in the Bureau of Labor Statistics data of at least 3 
percent maintained at that level for at least 3 additional months. 

To overcome the timelag created by the 3-month waiting period, the 
formula then provides an additional 1 percent on top of tne highest 
rate established in the 3-month base period. 

Consequently, the Federal annuities are always adjusted a minimum 
of 4 percent. However, the $1 increment we are proposing is slightly 
less than 3 percent of $40 (or almost exactly 3 percent of the $35 
proposed in S. 3341) and would remain only fractionally beloiv 3 
percent for the next several automatic escalator adjustments. 

Consequently, we believe that our escalator proposal is fiscally con- 
servative and also would remain practical for many years. 

MILEAGE AND RATE ALLOWANCES 

The increased cost in gasoline, diesel fuel, and in automobile repairs 
and in automobile maintenance costs have been phenomenal as a result 
both of the energy crisis and efforts to control exhaust pollution. 

The Federal rate of mileage allowances are now totally unrealistic. 
For this reason, we should like to propose that instead of 8 cent's a 
mile for the use of privately owned motorcycles, the Congress auth- 
orize 12 cents ; and instead of 12 cents for the use of privately owned 
automobiles or airplanes, we ask Congress to authorize 20 cents. 

AUTOMATIC ESCALATOR FOR MILEAGE ALLOWLVNOES 

We look with favor upon section 5704(b) in S. 3341 (beginning at 
line 10 of page 3 of the April 10, 1974, print of that bill) which pro- 
vides for an escalator procedure to increase mileage allowances based 
upon a quarterly survey by the Comptroller General of the United 
States. 

We welcome this provision for the adjustment of mileage and re- 
lated allowances precisely because it would establish an automatic 
mechanism permitting proper changes in allowances without the 
need for frequent review by Congress. 
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We see in this provision the reflection of the same kind of philoso- 
phy which we were proposing for the automatic escalator in per diem 
allowances timed to take place concurrently with the cost-of-living 
adjustments in Federal annuities. 


SIJVtMARY AXI) COXCUX'SION 


In summary, we enthusiastically welcome the decision of the sub- 
committee to hold hearings on allowance increases for per diem and 
mileage expenses of Federal employees. 

We recommend, in light of rampant inflation, the installation of 
a maximum of $40 in the continental FTnited States with an excep- 
tional allowance of $60 in certain situations. Taking into account the 
depreciation of the dollar in world markets, we recommend an over- 
seas supplemental of $3o in place of the present $18. 

We earnestly and sincerely urge the provision of a per diem esca- 
lator of $1 (approximately o percent of the base rate), tied to the 
cost-of-living escalator provision of Federal annuities. 

Finally, we recommend higher mileage allowances and endorse 
completely the provision of an automatic escalator based on quarterly 
surveys by the Comptroller General of the United States. 

Mr. Chairman, we are most grateful to you for inviting us to testify 
on this hearing, and we assure you of our fullest coopeiation in seeking 
to bring about this essential legislative reform in allowance for per 
<liem and mileage expenses of Federal employees. 

Senator FIuddlestox. Thank you, Mr. Webber. 

On your permanent escalator arrangement for per diem, the 
language you recited to be added to the bill mentions only adjusting 
upward. 

Does that prohibit a downward adjustment if that should be the 
proper reflection of the cost-of-living index ? 

Mr. Webber. The way it really is is that this is a nraximum we arc 
proposing, and that the maximum be adjusted. The reason that we are 
having problems now is that the maximum has not been adjusted 
through the years. 

In many travel regulations, thej’ have a provision that people 
receive a certain portion of the per diem allowance for necessities other 
than their hotel room. Agencies. I believe, now are paying $12, and 
])eople are being reimbursed on the $12 rate for those necessities, plus 
their hotel expense up to a maximum of $25. 

Ho what it means is that if you are in a hotel room where the total 
expense of the hotel room is in excess of $12 a day, that you simply 
have to pay the balance of that hotel expense out of your own pocket 
because the agency can reimburse you no more than $25. 

Gn the other hand, if you happen to be in a location where the 
hotel rate is $10 a day you currently get reimbursed only the $22. 
Ho what I am saying is that, and I believe that the GSA man w'ho was 
here before us went into some detail on the two elements of per diem 
and indicated they planned to continue in the future to take the hotel 
element as a base and add the other increment to it and then you have 
the maximum that you have to stay within. 


Approved For Release 2001/09/07 : CIA-RDP76M00527R000700030005-6 



Approved For Release 2001/09/07 : CIA-RDP76M00527R000700030005-6 

25 

So if this is the current practice in most agencies at this time, I 
would suggest that the maximum is there which would be helpful 
whore you get into the type of situations where there are just no rooms 
at rates that you can afford to pay within the current maximum 
allowance. 

Coming to your question, you could diminish the rate if the cost, of 
living went down particularly if hotel room rates went down. I have 
traveled since 1950 and I have never seen them go any way but up yet. 

Senator IIuddlestox. The point I wanted to make, though, is that 
the bill itself and your provision where you tie the rate to either a 
survey of the actual cost of operating the car or the cost-of-living index 
or whatever. It is flexible enough to be decreased if the situation merits 
a decrease. So that flexibility is built into the measure which you are 
proposing. 

Youi' figures, of course, are somewhat higher than those that have 
been suggested by the bill itself or by the two previous witnesses. What 
justification do you have for those increased figures? 

Mr. Webber. Again, the increased figures would be maximum which 
would take into account some of the other things which have been 
discussed in terms of high cost areas. 

Certainly I do not envision the rate setting agency, whether it hap- 
pened to bo GSA or whether it happened to be the General Account- 
ing Office authorizing the payment of auto expenses at the maximum 
figure permitted under the legislation unless the costs of operating 
vehicles reach that maximum which they have long since done under 
the current legislation. 

The same situation exists in the per diem area, that it is long since 
past when the maximum per diem rates take care of the normal ex- 
penses of traveling. If you have a cushion at the top that we are talk- 
ing about here, it would provide the necessary flexibility which has 
been discussed here to take into account the high cost of living areas. 

Senator Huddleston-. Do you have any concern about the adminis- 
trating agency, GSA or GAO or some other ? 

Mr. Webber. Certainly I prefer to see it in the legislative branch. 
Our experience is precisely the experiences of Mr. Connery and we 
have had three pay increases proposed during the last 3 years under 
legislation established by Congress and two times Congress had to get 
them straightened out and one time the courts. 

So it causes you have a lack of confidence that the administration 
is going to have concern for equity. They have concern for budget 
constraints instead. 

Mr. Turner. First I want to clarify something. They are referring to 
this $35 amount that is in the bill and you have recommended $40. 
That is really a minimum per diem allowance, isn’t it, not a maximum ? 

Mr. Webber. I would hope it would be minimum. But I would think 
in everything I know about the administration of per diem, including 
the way it is done now and what I heard proposed this morning, would 
indicate that this $35 would be the maximum authorized under the 
bill. 

Mr. Turner. Your recommendation is that it be $40, not $30 ? 

Mr. Webber. That is right, the maximum. 
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Mr. Turner. Yet the only real study we seem to have to support 
what this figure should be is the GSA study and the Kunzheimer re- 
port. 

I still believe that he was talking about per diem in the Eunzheimer 
report. He may not have been. That figure is given to us by the GSA 
as $30. 

I am just wondering if you can give us any guidance as to why you 
feel the $30, based on their study, is not adequate and why you think 
the $40 which you are recommending is indeed adequate. 

Mr. Webber. I believe I can furnish you — I know I can furnish you 
additional data, statistical data. I thought it was well understood by 
people who travel, who have traveled for a living, most of us do as to 
what the current hotel bills are. 

IVIr. Connery attached to his testimony, I believe, a set of rates which 
are here in Washington. If you are traveling to Atlanta, Dallas, Chi- 
cago, San Francisco or Los Angeles, it is virtually impossible to get 
a room under $20 a day in a medium-class hotel. 

At a $25 per diem rate, which exists in the Government today and a 
$12 allowance for meals out of that $25, you wind up with $13 to pay 
your hotel bill. 

The procedures which are used for the administration of per diem 
are tying the meals to the hotel. If people stay, are recfuired to stay in 
moderate-priced hotels, reasonable hotels, decent hotels and they fur- 
nish to the employer where they work a copy of the hotel bill to justify 
the per diem rate, that is the way the amounts are determined at the 
present time. 

This $30 may bo an average across the country. Cei'tainly, I take it 
it would not be in the metropolitan areas. There have been discussions 
iibout special rates for metropolitan areas. 

T'heir meal increment plus the hotel seems to be the way that most 
per diem situations are being administered in the Government today. 

iMr. Turner. But my concern, I think, is what has been referred to 
as the maximum amount, the $50, and you suggest $60. The reason 
that I was concerned is because I noticed in the GSA testimony that 
only 3 percent of the Federal Government travel is in this maximum 
area. 

Mr. Webber. Certainly that is the stratospheric travel of the admin- 
istrators and the very top officials who are invited to locations where 
they have to justify this. This kind of travel we are talking about is 
the $30 travel. These are the ones which are of concern to us. 

When we submit recommendations we try to take into account, we 
don’t want to make a proposal to increase it for part of the people 
without an equal adjustment to the others. The amount that we are 
sincerely concerned with is getting this $25, current per diem rate for 
l>eople who tiavel undei' regular Government tiavel authorization to 
a maximum of $40. 

Certainly you note in our testimony that we have used the word 
“maximum” in each instance. I believe the bill uses the word “maxi- 
mum.” I think the GSA people were talking in terms of maximum 
rather than a uniform per diem rate at the rate specified in the bill. 

Mr. Turner. But they were talking about a $30 a day per diem. 

'Fhat was theii' recommendation. Then they said that we can take into 
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consideration these higher cost ai'oas. I am wondering, sir, if you 
would like to comment on that in respect to the ability to actually 
determine all of these higher cost areas which would be different from 
the regular maximum. 

Is that something that really can be done or are we talking about 
a lot of higher cost areas that would be almost difficult, impossible 
maybe to determine ? 

Mr. Webber. I would think you would have more difficulty in ad- 
ministering a higher cost area. The only way I could see that the 
higher cost area thing would work is if you designated them. You 
made the adjustment on the basis of the cost of meals and have paid of 
the daily per diem to be adjustable, maybe a dollar oi' two, and then 
take the actual hotel bills because the Gov^ernment does not pay money 
in excess of what the people spend. 

The way it is now, people are paying out of their pocket for official 
travel, $2, $3, $4, $5 or $10 a day, depending upon the kind of 
accommodations they are able to obtain; many times staying in the 
kind of hotels that they prefer not to stay in, in order to try to get 
within the amounts of money which have been allocated for travel. 

As long as they are using hotel bills and meal allowances, the deter- 
mination for the actual rate being paid, I would think that there is a 
sufficiently high maximum, that this would accommodate to the high- 
cost hotel areas and the low-cost hotel areas because it is only reim- 
bursement on the basis of actual expenses. 

Mr. Turner. The gentleman who preceded you indicated some con- 
cern as to cost-of-living escalator. 

Would you say that the escalator suggestion would be more applica- 
ble to the per diem rate, than, perhaps it would bo to the mileage rate? 

Mr. Webber. Correct. What we have done, we have endorsed the 
principle of having a special review of the mileage reimbursement as 
provided in the bill and in addition to that an escalator on the maxi- 
mum per diem based on the adjustment to the annuitants, annuity 
payments wdiich wmuld come maybe annually or every 2, 3 or 4 years 
in terms of a dollar each adjustment. 

Senator Huddleston. Thank you, Mr. Webber. 

Mr. John McCart, operations director of the Government Em- 
ployes Council, AFL-CIO. 

STATEMENT OF JOHN McCAET, OPEKATIONS HIEECTOR, GOVERN- 
MENT EMPLOYES COUNCIL, AFR-CIO 

Mr. McCaet. Mr. Chairman, in view of the testimony you have re- 
ceived up to this point, I see no need for me to proceed to read our 
statement. I would just like to offer a couple of footnotes which may 
help the subcommittee with its deliberation. 

We are a consortium of 30 AFL-CIO unions that represent in 
excess of 1 million postal, wage rate, and classified wmrkers in the 
Federal service. 

We deeply appreciate the chairman’s introduction of the bill and 
your comments in this hearing. 

It seems quite apparent that there is general agreement about the 
necessity for revising the present maximum figures for per diem and 
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mileage. In our view, the basic questions are hoAv much and how to 
deal with those questions in the future. 

This is something that is difficult to resolve, in the context of a hear- 
ing. So our formal statement addresses myself to those points 
specifically. 

It points up some rather interesting developments that have occurred 
since the per diem and the mileage rates were last increased. 

Wo have included data from reputable firms that deal in the ac- 
counting field of hotel and motel operations. They show rates in large 
cities ranging from $26 a day down to $21 a day, for example. 

Perhaps more important to the discussion about what is to be done 
in the future is some information coming from the Bureau of Labor 
Statistics. 

I mention this in relation to the use of cost-of-living data in deter- 
mining future per diem and mileage rates. 

The Bureau of Labor Statistics indices contain information on gaso- 
line and oil, for example and also restauiunt meals. The gasoline and 
oil figure as of March 1974 showed 157.4 with 1967 as a base. 

So we have 57.4 points to begin with. It also showed that in the 
3 months ending February 1974, there was an 86.2 point increase in 
the cost of gasoline and oil. 

It is veiy easy to become entangled in a mass of figures. The GSA 
study, which apparently was based on figures of last fall, showed a 
14.5 cent figure is justified for mileage. 

Our information from the Federal Energy Office is that they author- 
ized price increases for regular gasoline from January through April 
totaling 7.1 cents a gallon. 

In that light, it seems to us that 18 cents which GSA is willing to 
accept for mileage is inadequate. 

Mr. Chairman, we subscribe to the idea of a mechanism that will 
avoid the necessity of having to involve Congress in this kind of a 
problem repeatedly, although we feel very strongly that Congress 
should maintain a very careful oversight of what happens in the 
future. 

For this reason, we subscribe to the idea of a cost of living approach. 

Perhaps BLS figures are not totally applicable mileage, but they do 
indicate that the information is useful. No doubt BLS would be re- 
sponsive to modify its study to make it more useful to the Federal 
Government in establishing pei- diem and mileage rates. 

That concludes our testimony, Mr. Chairman. We again want to 
express our appreciation for the interest of the subcommittee and to 
.strongly commend the chairman’s desire to move this legislation 
expeditiously. 

Thank you. 

Senator Huddleston. Thank you, sir. 

Do you have any concern about whether the legislative branch or 
executive branch is charged with the responsibility of this continu- 
ing adjustment? 

Mr. McCart. I have been involved in this kind of work, Mr. Chair- 
man, for a good number of years. I have a very healthy skepticism 
about the activities of the executive branch with respect to employees. 

This is in the nature of my business. On the other hand, if this re- 
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sponsibility continues in the legislative branch, the same time-con- 
suming procedures in effect for the last 15 j^ears will continue. I refer 
to the necessity for Congress to take specific action each time there 
needs to be an adjustment under present law. 

For that reason, this activity could be carried on by the executive 
branch with appropriate constraints in the law and with the continu- 
ing oversight by the appropriate committees of the House and the 
Senate. 

Senator Huddleston. Is the frequency of quarterly adjustments 
appropriate, do you think? 

Mr. McCakt. I don’t believe there is a need for quarterly adjust- 
ments, Mr. Chairman. Having said that the problem can be resol ved 
with the executive branch under certain conditions, I sincerely trust 
that in the development of regulations and studies on adjustments in 
mileage and per diem rates in the future it is accomplished in coopera- 
tion with interested unions. 

This has been part of the problem we have had with the Office of 
Management and Budget and more recently with the Greneral Serv- 
ices Administration. Unions now have collective bargaining arrange- 
ments in the Federal service ; there are thousands of contracts. 

They have an equity in regulations and studies. Wo surely hope that 
the views of the employees are going to be sought so as to avoid the 
kind of attitude we have had to express here about our suspicion of 
the executive branch operation in the past. 

I don’t say that in any sarcastic or critical sense, but it is important 
that in the future if the executive branch is going to be given this re- 
sponsibility that the employees and the unions bo consulted in arriv- 
ing at decisions. 

Senator Hud!dleston. Thank you very much. We appreciate your 
testimony. Your prepared statement will bo incorporated in the record 
as if read. 

[The prepared statement of Mr. McCart follows ;] 

Prepared Statement or John McCart, Operations Director, the 
Government Employes Council, AFL-CIO 

Mr. Chairman and members of the subcommittee : The council and 
its 30 affiliated AFIj-CTO unions join in urging early action on legis- 
lation increasing the per diem and mileage allowances currently avail- 
able to Federal employees who are required to travel on ofRoial busi- 
ness. The unions associated with our organization represent more than 
1 million classified, wage grade, and postal employees. 

We are deeply grateful to the chairman of the subcommittee for in- 
troducing S. 3341 and arranging this hearing. 

The maximum per diem allowance for normal official travel w'as 
fixed at $25 by Congress in late 1969. There was no adjustment at that 
time in the reimbursement for use of employees’ automobile for author- 
ized work. That rate was established in August 1961, at 12 cents a 
mile. 

During the intervening years, the cost of hotel accommodations, res- 
taurant meals, and automobile maintenance has risen sbarply. Infla- 
tion has caused these items to escalate inexorably and steeply. The 
result is that Federal employees are unable to maintain themselves in 
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a reasonable fashion on the present $25 maximum daily allowance or to 
operate their vehicles efficiently. Consequently, they arc experiencing 
financial loss because the allowances have not kept pace with ever in- 
creasing costs. For these reasons, it is highly desirable that Congress 

provide legislative relief. , , 

Our research demonstrates very clearly that if these employees do 
not secure relief, they will continue to suffer financially in many cases, 
and will be required to personally defray a larger portion of these 

legitimate work expenses with the passage of time. -.i t j. i 

One of the recognized accounting firms, which deals whh hotel 
operations, is Laventhol, Krekstein, Horwath & Horwath. Their re- 
port for 1973— the latest available— discloses that room rates in motels 
increased by 19 percent between 1970 and 1973. The average daily rate 
for rooms in hotels was $19.70. 

Using data compiled by that firm and another rep\itable company 
m the same field, Harris, Kerr,. Forster & And these average 

room rates in representative cities: Atlanta, $21.13 , Bostmi, $21.48, 
Chicago, $25.77; Los Angeles, $22.04; New Orleans, $26.3H ^^'^Jork 
City, $24.25; San Francisco, $22.64; and Washington, D.C., $24.87. 

The current per diem allowance covers other items m addition to 
lodging and meals. It includes tips, telegrams, telephone calls, laundry 

and dry cleaning, certain transportation costs. i 

Bureau of Labor Statistics maintains information on meals away 
from home, gasoline and inotor oil, laundry, aiffi dry cleaning costs 
as part of its Consumer Price Index functions. Uie base 
is 1967. These are the increases registered by BLS in March 1974, loi 
the elements noted above; Food away from home, 153.7 ; gasoline and 

oil, 157.4; laundry, 137.7; and dry cleaning, m7. 

From this information, it becomes obvious that a substantial adjust- 
ment in per diem allowance is justified. We recommend that the maxi- 
mum figure be fixed at $40. ,. „ , 

It is interesting to note that in the three month period ending t eb- 
ruary 1974, the cost of gasoline and oil jumped 86.2 percent, seasonally 
adjusted on an annual basis, according to the Bureau of Labor btatis- 

tics review. v 

Our inquiry to the Federal Energy Office elicited the fact that serv- 
ice stations wre authorized to increase the pnee of regular gasoline 

by 7.1 cents per gallon from January to April 1974. . 

^In January of this year the General Seryices Administration com- 
pleted a study of the cost of operating priyately owned automobiles. 
Based on the Consumer Price Index for December 1973, GSA found 
that the expense of maintaining a standard was 1 . 

cents a mile. Kecalling the increase m gasoline pnces-7 brtween 
January and April 1974— and the sharp upward trend of automobile 
maintenance costs, a maximum allowance of 20 cents per mile is com- 

L?an a^empt to cope with the precipitous rise in t he cost of operat- 
ing private automobiles and other vehicles for official busings, S. 334 
Soses a quarterly study by the General Acceunt.ng Office «f ‘he 
expmse involved by Federal employees m using these means of tians- 
portation. Following submission of the Comptroller Generals quai- 

♦Source ; American Hotel and Motel Association, 
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terly report to the President, mileage allowances would be adjusted 
to conform to GAO findings. 

We believe this provision represents a sincere effort to introduce a 
mechanism, which. will enable Federal workers who are required to use 
their vehicles for official business to keep abreast of the climbing prices 
of automobile operation. This is true particularly in a period of serious 
uncertainty about the availability of petroleum products in the future 
and the fluctuations in prices wmich occur inevitably on the basis of 
supply and demand. However, it involves an extra mechanism that 
could prove somewhat cumbersome. 

As you know, the Department of Labor’s Bureau of Labor Statis- 
tics has specialized for many years in the accumulation of cost data 
and development of indices reflecting changes in various parts of the 
economy. The figures cited above indicate that BLS currently collects 
data on restaurant meals and automobile costs to construct its Con- 
sumer Price Index. 

Ample precedent exists for using the Index to evaluate changes in 
payments to individuals under statutes affecting Federal workers. In 
1965, Congress approved legislation relating increases in annuities for 
retired Federal employes and their survivors to changes in the Index. 
The following year, legislation was enacted using the same yardstick 
in adjusting benefits for those on the permanent rolls under the Fed- 
eral Employees’ Compensation Act, which covers employees incurring 
job- related injuries and diseases. 

Therefore, the council recommends that in the future the statutory 
per diem allowance be increased by $1 each time the Consumer Price 
Index causes a cost of living adjustment in annuities of retired Federal 
workers and those on the compensation rolls. 

Mr. Chairman, the Government Employes Council believes that 
Congress intends to see that Federal employees who find it necessary 
to engage in official travel will not be required to bear any share of 
justified expenses. We recommend strongly that the subcommittee 
proceed promptly to report favorably a bill which will correct the de- 
ficiencies in the present situation. 

Senator Huddleston. Mr. Wolkomir ? 

STATEMENT OF IRVING I. GELLEE, GENERAL COUNSEL FOR THE 
NATIONAL FEDERATION OF FEDERAL EMPLOYEES 

Mr. Geller. Mr. Wolkomir could not be here. My name is Irving I. 
Geller. I am general counsel for the National Federation of Federal 
Employees. The NFFE is the largest independent labor organization 
in the Federal sector. 

We represent approximately 120,000 Federal employees both in this 
country and abroad. I appreciate the opportunity of appearing here 
today to testify on S. 3341. 

S. 3341 would increase current per diem fees from $25 to $35 per day, 
and for the first time establish a procedure whereby the mileage fees 
paid to employees who must use their own automobile for official busi- 
ness is adjusted on a periodic basis. 

Section 5704 directs the Comptroller General to conduct a continu- 
ous study on the actual cost experienced by an employee when he uses 
his own vehicle for governmental purposes. 
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'riie results of this study are compiled on a quarterly basis and sent 
to the President or his designee who must then adjust the mileage fees 
paid to Federal employees. . 

Mr. Chairman, we think this procedure is a step in the right direc- 
(ion. However, we suggest that section 5704 be amended to include the 
jier diem allowance paid to Federal employees. Specifically, we P^" 
jiose that the Comptroller General also be directed to conduct a study 
on the actual cost an employee experiences for living expenses while in 
a tiavel status for the Government. 

We would think, however, that it would be unnecessary to adjust 
this allowance more frequently than once per year. 

Mr. Chairman, ive applaud the good aims of this bill. However, we 
think that the committee should recognize that employees of the Fed- 
eral Government are largely organized. There are now jiending several 
pieces of major legislation which would establish labor relations in the 
Federal Government on a statutory basis. 

These bills all vary in scope. However, all greatly expand the scope 
of bargaining. Employees want and deserve a voice in the matters that 
affect them. 

"We propose, therefore, that in conjunction wdth pending bills such 
as H.K. 10700, that S. 3341 be further amended to provide a mech- 
anism whereby the unions are accorded the opportunity of submitting 
data to the Comptroller General and holding dismissions on a regu- 
lar basis and prior to the submission of the study to the President, on 
t he data that should be included in the report. 

The procedure we suggest could be modeled after the prevailing 
wage committee which has proved w’orkable. Our suggestions will en- 
sure that all relevant data is available and at the same time give 
employees a voice in matters that are of direct concern to them. 

We do not imply that the Comptroller General would do less than 
a credible job. We believe, however, that every agency or organiza- 
tion can benefit from outside ideas and information. In effect, what 
we are saying is we ought to institutionalize the process that is going 
on today' wherein you have the substantial difference in view and 
opinion and facts and conclusions. 

Our proposal would accomplish exactly that ; an infusion of differ- 
ent views and ideas on what data is important and how that data 
should be interpreted. 

Mr. Chairman, there has been some consideration given to amend- 
ing this bill to substitute the Department of Transportation for the 
(Comptroller General. 

fVe would oppose any such amendment. The Comptroller General 
is more experienced and independent than the Department of Trans- 
portation and less subject to the vagaries of politics. 

Moreover, we are not dealing with a transportation pi'oblem per se, 
rather it is a matter of cost accounting. That is, what is the actual cost 
per mile to an employee who is engaged in official business, for the 
use of his own vehicle. 

This type of accounting can best be performed by the Comptroller 
(xeneral. 

Mr. Chairman, this concludes our statement. I would be happy to 
I'espond to any questions that the committee may have. 
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Senator Huddleston. I might ask you if your members have any 
concern about the question of whether there might be a varian(3e in 
mileage allowances based on the type of car they may use ? 

Mr. Gellee. We think that the creation of a fluctuating amount 
would be rather complicated and we would not approve of that kind 
of arrangement. We think there ought to be a set fee. There is no 
really solid justification for that difference. 

I would, if I may, Mr. Chairman, digressing a bit, speak to a point 
that hasn’t been discussed today and that our concern is largely with 
those groups that spend considerable time of their life, their Federal 
service, in a travel status. 

I am thinking especially of people like tobacco graders, which the 
chairman, I am sure, is familiar with. Those people have special 
problems. The ordinary amenities, such as having to have their 
clothes cleaned, their laundry cleaned; these are not reimbursable 
items. . 

There are other intangibles such as the requirement — not the require- 
ment but certainly, the awareness — that family people are obliged to 
call their homes to let their family know where they are. These are 
not reimbursable expenditures. 

So that our concern is really more with those people who spend a 
substantial portion of their time in a travel status rather than those 
who are obliged to attend a meeting or a conference. 

That is w&re the problem really lies. We are also concerned that 
there be a greater oppoi’tunity for uniformity of payment amongst the 
agencies. 

One of the previous speakers spoke about the advantages of the rate 
in the Department of Agriculture over the Internal Eevenue Service. 

The important thing is that there be a uniform rate established for 
all agencies. I think this is a consideration which the committee ought 
to concern itself with. 

There was the question raised about the dispute that may frequ(mtly 
arise concerning the use of the private vehicle and how to meet that 
problem. We would urge that the legislation expressly include a pro- 
vision wherein the travel order given to an employee should pro.bibit 
him if they want from using a private vehicle. 

There should be an expressed statement so that there be nothing left 
for dispute or imagination. Of course, we urge that the employee have 
the right to operate his own vehicle. 

Again, I relate back to the person who is in a frequent travel Status. 
Parking a Government vehicle in front of a liquor store or elsewhere 
may not be the most desirable thing to do. 

These people who travel extensively should not be inhibited by their 
freedom of action. 

Senator Huddleston. I believe that is all of our questions. Thank 
you very much. 

Mr. Turner. Mr. Chairman, we have for the record a letter from 
the National Customs Service Association to this subcommittee with 
respect to S. 3341. 

Senator Huddleston. Without objection, it will be added as a part 
of the record. 
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[The letter referred to follows :] 

National Customs Sebvice Association, 

Washington, D.G., June 20, 1974- 

XIon IjEB 

Chairman, Subcommittee on Budgeting, Management and Expenditures, Old 
Senate Office Building, Washington, D.C. 

Dear Mr. Chairman : As President of the National Customs Service Associ- 
ation, a union representing custom employees throughout the United States, I 
request that the following statement be Included in the record of the hearings 
relating to S. 3341, a bill relating to per diem and mileage expenses of employees 
of the United States Government. 

The NCSA strongly urges adoption of S. 3341. For many years, customs 
employees who must often use their own vehicles on official assignments and who 
frequently are called away from home on temporary assignments have b^n 
captive donors of the government in the rendering of their employment service. 
For far too long, customs employees have been obliged to underwrite a con- 
siderable part of their job-related expenses because of the inadequacy of the 
present per diem and mileage rates. . 

NCSA feels that the per diem rate increase from $25 to $36 is fully justined, it 
only because of inflation’s impact on the cost of food and lodging. This Increase, 
as noted, is necessary to insure that employees are not in a position of being 
underwriters of their job-related expenses. We would suggest that a review pro- 
gram, similar to that contemplated for mileage expense.s, be conducted frequently 
to insure that employees do not find themselves in a similar situation as the one 
which presently faces them. 

NCSA strongly favors the mileage expense increase to 14.5 cents a mile for the 
use of privately owned automobile. If anything, the 14.5 cents figure may be too 
low, in light of the recent rise of the price of gasoline and oil products. We are 
confident, however, that the S. 3341’s provision for review of the rates by the 
Controller General will reflect the rapid Increases in automotive costs and pre- 
vent further inequity. 

In summation, NCSA supports S. 3341 as it will serve to make whole employees 
w'ho at present are required to underwrite a considerable portion of their job- 
related expenses out of their own pocket. I wish to thank the committee and its 
staff for taking the time to consider this statement. 

Sincerely yours, 

John J. Murpht, President. 

Senator Huddleston. I believe that completes our list of witnesses 
for today. The subcommittee will be in recess subject to the call of the 
Chair. 

[Whereupon, at 12 :10 p.m., the subcommittee recessed, to reconvene 
subject to the call of the Chair.] 
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APPENDIX I 

[From the Congressional Record, Apr. 10, 1974] 

INTRODUCTORY REMARKS BY SENATOR METCALF 
REGARDING S. 3341 

Mr. Metcalf. Mr. President, I send to the desk for appropriate 
reference a bill to amend title V of the United States Code to pro- 
vide for an equitable method of computing vehicle mileage costs to be 
reimbursed to U.S. Government employees for the use of their private 
automobiles while on official duties. The bill would also raise the per 
diem allowance from $25 to $35. 

Pursuant to regulations issued in May 1973, the mileage allow'ance 
for a privately owned vehicle used on official business was set at 11 
cents per mile. A General Services Administration report prepared 
in early 1974, entitled “Present Cost of Operating Privately Owned 
Automobiles,” concluded that : 

(1) the approximate cost of operating a standard size automobile is currently 
14.4 cents per mile ; 

(2) the cost of operating a compact size automobile is approximately 76% 
of the cost of operating a standard size automobile ; 

(3) the maximum mileage allowance of 12 cents per mile is inadequate when 
a standard size automobile is used for official business. 

This imbalance was called to m}^ attention by the 60,000-member 
National Treasury Employees Union, The legislation I introduce 
today is designed to correct the inequality that currently exists for 
those individuals who must use their own cars for official business. I 
recognize that opponents may say that this increase would tend to in- 
crease the number of individuals who will seek to use their private cars 
for work, rather than use public transportation. However, the bill pro- 
vides that no employee may use a private automobile unless he is spe- 
cifically assigned to do so by an appropriate official. 

The bill also would increase the per diem allowance from the cur- 
rent $25 to $35. The rationale for this needed amendment is (juite 
clear. The allowance has been limited to $25 since 1969, when it was 
increased from $16 to $25. The cost-of-living increases since that 1969 
amendment makes the necessity of this increase obvious. 

(A copy of S. 3341 follows :) 

(35) 
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93d congress 
2d Session 


S. 3341 


IN THE SENATE OE THE UNITED STATES 


Apeid 10, 1974 

Mr. Metcalf introduced the following bill ; which was read twice and referred 
to the Coiuinittee on Government Operations 


A BILL 

To revise certain provisions of title 5, United States Code, re- 
lating to per diem and mileage expenses of employees and 
other individuals traveling on official business, and for other 
purposes. 

1 Be it enacted by the Senate and House of Representa- 

2 tives of the United States of America in Congress assembled, 

3 That (a) section 5702 (a) of title 5, United States Code, 

4 relating to the per diem allowance of employees traveling 

5 on official business within the continental United States, is 

6 amended by deleting “$25” and inserting in place thereof 

7 “$35”. 
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1 (b) Section 5702(c) (1) of title 5, United States 

2 Code, relating to reimbursement for actual and necessary 

3 travel expenses of employees under unusual circumstances in 

4 excess of the maximum per diem allowance, is amended ])y 

5 deleting “$40” and inserting in place thereof “$50”. 

6 (e) Section 5703(c) (1) of title 5, United States 

7 Code, relating to the per diem allowance of individuals 

8 serving without pay or at $1 a year for travel inside the con- 

9 tinental United States, is amended by deleting “$25” and 

10 inserting “$35” in place thereof. 

11 (d) Section 5703 (d) (1) of title 5, United States Code, 

12 relating to reimbursement for actual and necessary travel 

13 expenses of individuals serving without pay or at |1 a year 

14 under unusual circumstances in excess of the maximum per 

15 diem allowance, is amended by deleting “$40” and insert- 

16 ing in place thereof “$50”. 

17 Sec. 2. (a) Section 5704 of title 5, United States 

18 Code, relating to mileage and related allowances of em- 

19 ployees and other individuals performing services on official 

20 business inside or outside the designated post of duty or 

21 place of service, is amended to read as follows: 

22 “§ 5704. Mileage and related allowances 

23 “(a) Except to the extent otherwise provided under 

24 this section, and under regulations prescribed under section 

25 5707 of this title, an employee or other individual perform- 
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1 iiig service for Government, wlio is engaged on official 

2 business inside or outside his designated post of duty or place 

3 of service, is entitled to — 

4 “(1)9 ^ ^ privately owned 

5 motorcycle ; 

n “(2) 14.5 cents a mile for the use of a privately 

7 owned autom(d>ile; or 

8 “(3) 12 cents a mile for the use of a privately 

9 owned airplane. 

10 “(b) The Comptroller General of the United States 

11 shall conduct a continuous study on the average, actual cost 

12 a mile, to an employee or other individual performing service 

13 for the Government who is engaged on official business in- 

14 side or outside the designated post of duty or place of sorv- 

15 ice, for the use of a privately owned motorcycle, automobile, 

K) or airplane. Not later than January 15, April 15, July 15, 

17 and October 15 of each year, the Comptroller General shall 

18 submit to the President or his designee the results of the 

19 study for the three-month period preceding the month in 

20 which the report, is to be submitted, including specific figures, 

21 each rounded to the nearest one-tenth of a cent, of the aver- 

22 age, actual cost a mile during that period for the use of a 

23 privately owned motorcycle, automobile, and airplane. The 

24 cent figures contained in paragraphs (1), (2) , and (3) of 

25 subsection (a) of this section shall be adjusted, as of the 
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1 first day of the first month following the date of submission 

2 of the report, to the figures so reported by the Comptroller 

3 General, and those reported figures shall also be included as 

4 of such day in the regulations prescribed under section 5707 

5 of this title. 

6 “ (c) An employee or individual described in subsection 

7 (a) of this section shall not use a privately owned motor- 

8 cycle, automobile, or airplane under the circumstances de- 

9 scribed in subsection (a) of this section unless specifically 

10 authorized in ■uniting to do so in the travel authorization. 

11 The wi-itten authorization for the use of a privately owned 

12 motorcycle, automobile, or airplane shall be made only in 

13 the interests of the efiScient and effective conduct of official 

14 business of the Government and only if the use of public 

15 transportation by the employee or individual concemeii 

16 would be a personal hardship, or against the public interest, 

17 " (d) In addition to the mileage allowance provided in 

18 accordance with the other provisions of this section, the 

19 employee or other individual performing service for tlie 

20 Government may be reimbursed for — 

“ ( 1 ) parking fees ; 

“(2) ferry fares; and 
“(3) bridge, road, and tunnel tolls.”. 

(b) The amendment made by subsection (a) of this 
25 section shall become effective on July 1, 1974. 
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APPENDIX II i 

I 

AGENCY COMMENTS i 

I 

I 

I 

Administrative Office of the U.S. Courts, 

Washington, D.C., June 19, 1974. 

Hon. Gale McGee, 

ChairmM, Committee on Post Office and Civil Service, U.S. Senate, Washington, 

Dear Mr. Chairman : On June 6th hearings were held before your Committee 
on S. 3341, which Is the bill to Increase the per diem and travel allowances for 
official travel. On behalf of the Federal Judiciary I would like to express our 
view of the urgent need for this legislation. While we have made no Independent 
study of what the travel allowances ought to be, we do know that travel reim- 
bursement for judges, magistrates, clerks of court and other employees in the 
Judicial Branch of the Government is Inadequate. 

The provisions of the Travel Expense Act of 1949 apply generally to officers 
and employees in the Judiciary, including judges, 28 U.S.C. 436. An amendment 
to that Act will thus automatically apply to the officers and employees of the 
Judiciary. If, however, the Committee contemplates reporting separate legisla- 
tion, we would request an opportunity to .suggest to the Committee language that 
would make any contemplated increases in travel allowances applicable to the 
Judiciary. 

Sincerely yours, 

Rowland F. Kirks, Director. 


Comptroller General of the United States, 

Washington, D.G., June 4, 1974. 

Hon. Sam J. Ervin, Jr., 

Chairman, Committee on Government Operations, 

U.S. Senate. 

Dear Mr. Chairman : We refer to your letter of April 17, 1974, wherein you 
request our views and recommendations on S. 3341, a bill to revise certain pro- 
visions of title 5, United States Code, relating to per diem and mileage reim- 
bursement for employees and other individuals traveling on official business and 
for other purposes. 

Section 1 of the bill would amend section 5702 of title 5, United States Code, 
by increasing the maximum per diem allowance for travel inside the continental 
T nited States from $25 to ,$35 and by Increasing the maximum reimbursement 
for actual and necessar.y expenses of employees traveling in the continental 
United States from $40 to $50. Section 1 of the bill would also amend subsec- 
tions 5703(c) and (d) of title 5, United States Code, which cover reimbursement 
of individuals serving without pay or at $1 a year for travel on official business, 
by providing increases for snch individuals similar to those provided for em- 
ployees covered by 5 U.S.C. 5702. 

Section 2 of the bill would amend section 5704 of title 3, United States Code, 
by Increasing the maximum mileage allowances for the use of privately owned 
vehicles on official business, effective July 1, 1974. That amendment would pro- 
vide that under regulations prescribed under 5 U.S.C. 5707, employees and other 
individuals performing service for the Government would be entitled to 9 cents 
a mile for use of a privately owned motorcycle, 14.5 cents a mile for the use 
of a privately owned automobile, and 12 cents a mile for use of a privately owned 
airplane. The current provision authorize.s maximum mileage rates of 8 cents 
lor use of privately owned motorc.ycle.s and 12 cents for use of privately owned 
automobiles or airplanes. 

The amended section 5704 would also require the Comptroller General to con- 
duct a continuous study on the average actual cost a mile to an employee or other 
individual engaged on official business for the use of a privately owned motor- 
cycle, automobile, or airplane. No later than January 15, April 15, July 15, and 
ftctober 15 of each year, the Comptroller General would be required to submit 
to the President or his designee a report of the results of the study for the pre- 
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reported by the Comptroller General and require those mileage rates to also be 

nlovee or individual shall not use a privately owned ^otorcycle, automobile, 
airplane for official business unless specifically authorized j', 

tVifT travel authorization. Such written authorization would be made onlj in 
the interest of the efficient and effective conduct of official business of 
ment and only if the use of public transportation by the employee or Individua 
concerned would be a personal hardship or against the public interest. 

Regarding section 1 of the bill, our information concerning subsistence costs 
at^ur regffinrofflce sites and other locations regularly visited by our employees 
on Government business indicates that the costs of lodging, meals 
slstence expenses have Increased to the point where the currently prescribed p 
diem maximum often does not cover subsistence expenses Incurred by prudent 

eiiiDlove6S travGling on GovernniGnt business. * •. » j. j Trrhii^'h 

The General Services Administration (GSA) study of subsistence in which 
we participated through the furnishing of subsistence cost information, has 
revealed that a per diem in excess of the current $25 maximum for tra,yel in, the 
cSentarUnited States is justified. GSA is able to furnish the Committee more 
specific information with regard to the actual costs incurred by Government 

emnlovees while traveling on official business. 

Anointed out above, the experience of our employees in traveling on official 
business clearly demonstrates the need to increase the maximum per diem rate 1^ 
Government employees traveling on official business are not to be required 
suffer a personal financial loss. In view of the fact the controlling regulation 
precribes a sliding per diem rate based upon the travelers lodging costs t 
proposed maximum vev diem rate of $35 appears reasonable. 
strongly recommend enactment of legislation to alleviate the present undesirable 

'section 1 of the bill would temporarily relieve the problem, it is our 
opinion that permanent legislation is necessary to provide a more liable sysitem^ 
Accordingly, we recommend that consideration be given to amending the exl.stlng 
travel expenses legislation to provide a continuing procedure for adjustlnj the 
maximum rates of per diem as well as mileage rates authorized for the expense 

°^SMtion^2*of \he bill does contain a procedure for continuing adjustment of 
mileage rates and we endorse the principle of periodically adjusting such rates 
without the necessity of legislation. However, we have serious reservation con- 
cerning the role the legislation contemplates that the GAO would play. 'We do 
not believe that it would be appropriate for the Comptroller General to have 
the responsibility for making mileage surveys and determining mileage rates. 

In our opinion the resources of the GAO can best be utilized in the performance 
of more significant functions than that of compiling mileage statistics and report- 
Ing such statistics to the President or his designee. Moreover, the compiling or 
mileage statistics upon the basis of which the authorized mileage rates would be 
determined is primarily an executive function and the great majority of the em- 
ployees who would be affected thereby are those employed in the executive 
branch. We strongly recommend, therefore, that this function be vested in the 
President for delegation as he deems appropriate and that foe GAO have no 
more than an oversight responsibility in this area. Should the Congress so desire 
foe Implementation of new mileage rates could be conditioned upon a legislative 
veto procedure such as that provided in the salary increase provfolons of 6 
U.S.C. 6305, although we doubt that this procedure would be essential in view of 
the limited impact of increased mileage payments on Government expenditures 
as compared with the Impact of salary increases. 

Further, we note that S. 3341 would substantially change foe current pro- 
cedures for paying mileage by fixing specific mileage rates rather than prescrlb- 
ing maximum limitations on the rates that may be paid and by authorizing 
ment of such rates only when travel by privately owned vehicle is authorized 
in writing ajid justified on the basis of efficient and effective conduct of official 


Approved For Release 2001/09/07 : CIA-RDP76M00527R000700030005-6 



Approved For Release 2001/09/07 : CIA-RDP76M00527R000700030005-6 

42 


business and on the basis that use of public transportation would be a personal 
hardship to the employee or against public interest. Although we recognize the 
concern for the conservation of energy which apparently motivates this approach 
the restrictive provision may result in depriving employees of reimbursement 
for the use of their vehicles in the interest of the Government. 

We will be pleased to work with the Committee and the Committee staff in the 
development of legislative language which would authorize the Executive branch 
to adjust both per diem and mileage rates when warranted by changing economic 
conditions in order that employees and others traveling on Government business 
will be adequately reimbursed the costs resulting from such travel. 

As a technical matter it is noted that S. 3341 would not increase the maximum 
per diem and subsistence reimbursement amount specified in 2 U.S.C. 68b for 
travel by Members and employees of the Senate. 

Sincerely yours, 


Elmer B. Staats, 

Comptroller General of the United States. 


Statement of the Department of Defense 

The Department of Defense appreciates this opportunity to submit its views 
to the Subcommittee in connection with S. 3341, 93d Congress. This bill wdll in- 
crease the maximum per diem and mileage allowances of employees traveling on 
official business. 

A study was conducted by the Department of Defense Per Diem, Travel and 
Transportation Allowance Committee some time ago. This study revealed that 
the current ma.ximum per diem rate of $25.00 is no longer adequate to defray the 
average expenditure for food, lodging, and allowable miscellaneous expenses by 
employees while on ofiicial travel at many locations. There was evidence that the 
$35.00 maximum proposed by this bill would be Inadequate in some cases, par- 
ticularly for the large metropolitan areas such as Washington, D.C., New York, 
New York, Boston, Massachusetts, San Francisco, California, etc., where a 
night's lodging may exceed the proposed $35.00 maximum. The Department of 
Defense also recently participated in an extensive study of the adequacy of 
current travel allowances for Federal employees which was conducted by the 
General Services Administration. This study confirmed our earlier findings re- 
garding the Inadequacy of the per diem rates. 

The recent substantial increase in the cost of fuel coupled with the greatly 
reduced miles per gallon ratio have also rendered the current maximum mileage 
almwances totally Inadequate and it is clear that some adjustment is in order. 

The General Services Administration Is the agency responsible for the ad- 
mmistration of per diem as well as other travel and transportation entitlements 
for U.Si. Government civilians of all Executive Departments and Agencies As a 
result of their recent study, they have submitted draft legislation to the Congress 
which proposes to address these problems in a realistic and flexible manner. We 
support this proposal and defer to them for specific comment on the merits of the 
GSA proposal. 

The current per diem rates have been Inadequate for many locations for quite 
some time. The same is true for the mileage allowances. Many employees of the 
b ederal Government who are required to travel in connection with the perform- 
ance of their official duties have suffered considerable out-of-pocket expenses over 
the past several years. The Department of Defense strongly urges the expeditious 
enactment of appropriate legislation which will relieve this Inequity. 


APPENDIX III 

Present Cost of Operating Privately Owned Automobiles 

By General Service Administration, Federal Supply Service, 

' Passenger and Transportation Systems 

current cost of operating privately owned auto- 
mobiles In order to determine the adequacy of’ the present mileage allowance. 
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II. Under 6 U.S.C. 5704(a)(2), an employee is entitled to a 

mileage allowance of not more than 12 cents per mile wnen he uses a pnvately 
owned vehicle while on official business. The Office of Management and Budget, 
in the Standardized Government Travel Regulations (0MB Circular A 7, Re- 
vised) prescribed a rate of 11 cents per mile when the use of a privately owned 

vehicle is advantageous to the Government. , a 

Pursuant to Executive Order 11609, dated July 22, 1971, 

Administration published the Federal Travel Regulations (41 OFR 101-7) in 
Mav 1973. Since assuming the responsibility for administering the travel 
lations, GSA has received several inquiries questioning the adequacy of the 
present mileage allowances. In response, this study was conducted to determine 
the cost of operating a privately owned automobile. The study techniques and 

results are discussed below ; , , 

Two earlier studies of the cost of operating privately owned vehicles were 
compiled by GSA, based on the U.S. Department of Transportation (DOT) Report 
“Cost of Operating an Automobile,” published in April 1972. In April 1974 DOT 
published an updated version of their earlier study and since the information 
presented In this new report is more current (costs shown are for February 19(4) 
W felt a corresponding obligation to update our study in order to more ac- 
curately reflect the cost of operating a privately owned automobile for official 


travel 

in' Discussion.— It is a fact that the costs, both fixed and variable, are lower 
for compact cars than for standard size automobiles. It is the intent of this 
study, therefore, to present the per mile costs for both standard and compact 

size automobiles. . 

(a) StoMdard Size AutomoMies.—'The automobile operating costs for m4 
were taken from the U.S. Department of Transportation (DOT) report Cost 
of Operating an Automobile” (Annex 1), which was published in April 1974. 
The costs used in this study were those for a standard size 4-door sedan equipped 
with: V-8 engine, automatic transmission, power, steering and brakes, air con- 
ditioning, tinted glass, radio, clock, whitewall tires and body protective molding, 
Tf is felt that this car and equipment is representative of standard size 4-a.oor 


sedans during model year 1974. 

Although the DOT study computed the costs of operating a vehicle over a 
period of 10 years (100,000 miles), we have assumed, for the purpose of this 
study, that a privately owned vehicle is not likely to be used for business pur- 
poses beyond the fifth year. Consequently, the costs presented in this study are 
the average annual costs for the first five years of operation as shown in Ann^ 1, 

In computing the April 1974 costs shown in Annex 2, the changes in the Con- 
sumer Price Index (CPI) from February 1974 to April 1974 for each cost com- 
ponent (tires, gasoline, etc.) were first converted to percentages. These per- 
centages were then applied to the individual cost components presented in the 
DOT study in order to convert the February 1974 cost per mile to a cost per mile 
for April 1974. This method of computation was applied to each cost element 
except depreciation. The methodology used in developing depreciation costs will 


be explained below. , , , . , , 

It should be emphasized that the DOT study was conducted in suburban 
Baltimore, and, therefore, reflects the prices, taxes, and road and firlving con- 
ditions of suburban Baltimore. City driving would be more costly while driving 
costs in rural Maryland should be lower. In addition to the urban ai^fi rural cost 
differences, there are also geographic variations in the cost of living. For ex- 
ample, the residents of Baltimore experience a cost level which is different 
from that in Chicago, Los Angeles or Atlanta. The March 1974 CPI indicates that 
the cost of operating an automobile in Baltimore was at an index level of IjW.l. 
However, since the average U.S. city index level of 130.4 Is only 0,2% higher than 
the Baltimore level, it appears that the cost of operating an automobile in Balti- 
more is representative of the national urban area average costs. 

In order to develop and project the over-all cost of operating a standard size 
automobile, the following individual cost elements were evaluated : 

1. Depreotution.— The cost per mile for depreciation Is influenced primarily by 
the purchase price (and price changes) and the number of miles the automobile 
is driven each year. The February 1974 costs were based on a standard size, 
1974, 4-door sedan as described above (finance charges were not included) . It was 
assumed by DOT that this car would be driven a decreasing number of miles 
from 14,500 in the first to 9,900 in the fifth year, .n this respect, it should be noted 
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that extensive use of a private automobile for official travel could easily Increase 
the annual mileage, which would, in turn, lower the cost per mile for all costs in- 
cluding depreciation. ’ 

In estimating the depreciation costs for the period February to April 1974, it 
was determined that the application of CPI changes (for new automobiles) to 
DOT depreciation costs would not provide acceptable cost data. The CPI, insofar 
ast new automobiles are concerned, is adjusted to eliminate the effect of price 
increases attributed to “quality improvements” such as hydraulic safety bumpers, 
power brakes and steering, structural Improvements, etc. Since in many instances, 
these quality improvements become standard equipment or are required by law 
a consumer must bear the additional cost of these items. 

Consequently, while the CPI is adjusted downward to compensate for these 
improvements, the consumer actually pays more and more each year for his auto- 
mobile. It was felt that a more accurate estimate of future depreciation costs 
could be obtained by applying the average CPI change for all goods and services 
(5.08%) to the February 1974 depreciation cost per mile. Although the use of 
the general index introduces some distortions, it is considered to be a better 
representation of automobile price trends than an index which has been quality 
adjusted. 

2. Mdititcf^nce (ind Repair . — This cost element includes routine maintenance, 
such as lubrications and flushing the cooling system ; replacement of minor parts, 
such as spark plugs, fan belts, and radiator hoses, minor repairs, such as brake 
jobs, water pump, carburetor overhaul, and universal joints ; and some major 
repairs. Repairs for collision damage were excluded, but the purchase of minor 
accessories such as floor mats and mi.seellaneous items totaling $2.20 per year 
was assumed. The CPI for these goods and services includes few, if any, quality 
adjustments. 

3. Tires. — Because the cost of the original five tires is Included in the vehicle 
depreciation cost, this cost category Includes only replacement tires. It was 
assumed that seven new regular tires and four new snow tires would be pur- 
chased during the 10 year, 100,000 mile life of the automobile. Radial tires were 
not introduced into this study, and although a car fitted with such tires would 
require fewer tire change.s, the higher cost of radial tires would at least partly 
offset the effects of greater tire mileage. 

4. Gasoline. — Although gasoline costs represented only 21.7% of the total 
automobile operation cost per mile in 1971, it has become perhaps the most con- 
troversial of all the costs due, primarily, to recent shortages and attendant rising 

determined in the DOT study that a standard car would average 
12.92 miles per gallon of gasoline. Obviously, several factors, including the driv- 
ing environment, engine size, speed, and pollution devices, influence the mileage 
which in turn infiuences the gasoline cost per mile. A price of 52.1 cents per 
gallon, including taxes, was used by DOT. 

5. Motor Oil. — In the DOT study, oil consumption was associated with gaso- 
line consumption at a rate of one gallon of oil for every 159 gallons of gasoline 
A price of $1.00 per quart was used in the DOT study. 

6. /resttrawce.— Insurance coverage, as applied to this study, includes $50,000 
combined public liability ($15,000/$30,000 bodily injury, and $5,000 property 
(lamage), $2,500 personal injury protection, uninsured motorist coverage, and 
full comprehensive coverage. Deductible collision was assumed for the first five 
years ($100). 

7. Taxes. — It is difficult to estimate the behavior of taxes from an analysis of 
the CPI because the price.s of all commodities and services include taxes. As a 
result, taxes have been held constant at the February 1974 level of 1.03 cents per 
mile, assuming that any increase or decrease w'oiild be reflected in the CPI sta- 
tistics for the other cost elements. 

8. Registration. — Included in this item is a $30.00 annual registration fee and a 
one time titling fee of $170.04 cents. 

The overall effect of the price changes for the cost elements described above 
was an increase in the total cost of operating a privately owned automobile. In 
February 1974 the D.S. Department of Transportation determined that the cost 


Approved For Release 2001/09/07 : CIA-RDP76M00527R000700030005-6 



Approved For Release 2001/09/07 : CIA-RDP76M00527R000700030005-6 

45 

of operating a standard size automobile (less garage, parking, and toll costs) was 
13.99 cents per mile. Based on the April 1974 CPI, the cost of operating a priva te 
automobile Is currently estimated at 14.4 cents per mile (Annex 2). 

(6) Compact Size AutomoMles . — These automobile operating costs were also 
taken from the DOT study “Cost of Operating an Automobile,” April 1974 and 
are found in Annex 3. The vehicle selected to represent this category is a 1974 
model 2-door sedan equipped with : 6 cylinder engine, automatic transmission, 
power steering, radio, vinyl top, wheel covers and protective molding. With two 
exceptions, the cost elements and assumptions applied to the standard size ve- 
hicle were also used in determining the cost of operating a compact car. These 
exceptions were that a gasoline consumption rate of 15.97 miles per gallon and 
an oil consumption rate of one gallon of oil for every 160 gallons of gasoline 
were applied to the compact car. 

The average cost per mile for the first five years of operation was 10.36 cents, 
which is approximately 74% of the cost of operating a standard size car. 

Because of the stubstantial economies which secure through the use of smaller 
automobiles, it is felt that a separate and lower rate of reimbursement should 
be paid to an employee who utilizes a compact or subcompact size vehicle while 
on official business. In this respect, a rate equal to 76% of the "standard rate”' 
(rounded to the next highest cent) appears reasonable and compensatory. 

IV. Conclusions . — Several important conclusions can be drawn from the above 
discussion. 

(a) The approximate cost of operating a standard size automobile is currently 
14.4 cents per mile. 

(b) The cost of operating a compact size automobile is approximately 76% of 
the cost of operating a standard size automobile. 

(c) The maximum mileage allowance of 12 cents per mile, provided under 
6 U.S.C. 6704(a)(2) Is inadequate when a standard size automobile is used for 
official business. 

V. Recommendations . — 

(а) Legislation should be sought to increase the maximum mileage allowances 
for use of privately owned automobiles on official business. 

(б) The Federal Travel Regulations should be amended to provide for sepa- 
rate rates of reimbursement for compact (including subcompact) and standard 
size automobiles, if the stautory maximum mileage rate is increased. 

ANNEX 1 

ANNUAL AUTOMOBILE OPERATION COSTS 


[Standard sire 1974 model] 


Costs 

(1) 

1st yr. 

(2) 

2dyr. 

(3) 

3d yr. 

(4) 

4th yr. 

(5) 

5lh yr. 

(6) 

Total 

(7) 

Cost per 
mile> 
(cents) 

(8) 

Depreciation 

$1, 046. 00 

$647. 00 

$550. 00 

$404.03 

$294.00 $2,941.00 

4.99 

Maintenance/repair 

126.49 

161. 40 

336. 67 

445. 47 

329. 86 

1,399. 89 

2.38 

Tires 

18. 68 

16.71 

28.99 

42.09 

42.80 

149. 27 

.25 

Gasoline 

438.70 

393. 35 

347. 99 

302.63 

299. 51 

1,782. 18 

2 3,03 

Motor oil 

20.00 

19.00 

20.00 

19.00 

21.00 

99.00 

.17 


205.00 

192. 00 

192. 00 

177.00 

177.00 

943. 00 

1.60 


147.61 

132. 37 

118.26 

104. 17 

103. 24 

605. 65 

1.03 

Registration 

200. 04 

30.00 

30.00 

30.00 

30.00 

320.04 

.54 

Total cost 

2,202.52 

1, 591. 83 

1,623. 91 

1, 524. 36 

1, 297. 41 

8, 240. 03 

13.99 

Miles per year 

14, 500 

13.000 

11,500 

10, 000 

9,900 

58, 900.. 



1 Col. 7 divided by 58,900 miles, 
s Gasoline represents 21.7 percent of the total cost. 

Source; Cost table annex 1 p. 2. 
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ANNEX 2 


AUTOMOBILE OPERATING COST (STANDARD SIZE 1972 MODEL) 


Item 

Cents per mile 
February 
1974 

Percent 
change In 
CPI February- 
April 1974 > 

Cents per mile 
April 1974 


4.99 

1.767 

1.948 

5.08 


.. . 2.38 



. 

:5.u7l 


Gasoline 

Motor oil 

3. 03 

. 17 

3.779 

.654 

.18 

1.61 

Insurance 

Taxes 

1.03 

.54 

1.03 

.54 


13.99 


W.44 






2 Effect of dianglng taxes are reflected In the CPI levels for each of the other cost elements. 



ANNEX 3 





CONSUMER PRICE INDEX 




Item 


February 

1974 1 

April 

19741 

Percent 

change 



141.5 

144.0 

1,767 



148.9 

Ibl. 




110.7 

147.8 
137.6 

114. 1 


Gasoline. --- 


142.8 
138.6 

128.9 

3.779 

.654 

O’ 

Insurance 

Registration --- 


137.7 

128.9 


1 Data furnished bv Information Officer, Bureau of Labor Statistics, Departrnent of Labor. 

2 CPI for all goods and services was used as the Index is "quality-adju.sted for automobiles. 


Cost of Operating a Privately Owned Automobile (POV) 

In the past, GSA prepared two studies which reflected the approximate cost 
of operating a POV a.s of May and December of 1973. The sumniary results of 
these studies are shown in attachment 1. The costs Sc 

were computed by applying changes m the ^ 

cost data extracted from a DOT report entitled, Cost of Operating an Auto 

mobile”, published in April 1972. 1079 cstnflv 

In April 1974, the Department of Transportation updated their 1972 study 
utilizing prices in effect during February to April of 1974 and then restated the 
costs in the original 1972 study to April 1974 to determine how closdy our study 
™d with the imw DOT cost report We found that, by using the 1974 report as 
the base, the cost per mile is 14.44 cents while an update of the 1972 report shows 
the cost per mile at 15.36 or ■9(f higher than the cost computed tr^n the raore 
recent report. The following factors contribute to the difference in costs. ^ 

1 The April 1974 costs calculated from the 1972 DOT report (based on 1971 
prices) were based on the behavior of the OPI (for all cities) over an extended 
period of time approximating 3 years. This alone could be expected to produce 
costs which differ from the results of a completely new base cost study. 

2 The method by which DOT computed the depreciation costs would account 
for much of the difference between the two study results even in the absence of 
CPI investments over time. In the 1972 study, DOT established the purchase price 
of an automobile as the sticker price plus the added cost of the optional ei uip- 
ment In the 1974 study, the purchase price of the car was considered to b(, the 
sticker price plus the optional equipment less the average discount allowed by the 
dealer! This change in methodology had the effect of lowering the depreciation 
cost which is the largest single component of the overall cost of operating a 
vehicle. The effect which this change in methodology had on depreciation costs 
can be seen in attachment 1. 
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Combined, these factors have contributed to the differences in overall costs 
as calculated from the two DOT studies. It is our feeling that the more recent 
DOT study should be used as the base and that the cost per mile computed from 
the 1974 study (14.4^) is more indicative of the actual cost of operating a pri- 
vately owned vehicle, than the costs computed from the 1972 study. 


ATTACHMENT 1 

AUTOMOBILE OPERATING COSTS 


[In cents per mile] 


Item 


Depreciation 

Maintenance/repair. 

Tires. 

Gasoline 

Motor oil 

Insurance 

Taxes 

Registration 

Total 


1971 1 

May 1973 2 

December 

1973 3 

April 

1974 2 

April 
1974 3 

6.01 

6.45 

6. 84 

7.13 

5.08 

1.88 

2.06 

2.12 

2.21 

2.43 

,27 

.26 

.26 

.26 

.26 

1.98 

2.15 

2.46 

2. 99 

3.31 

.10 

.11 

.11 

.12 

.18 

1.33 

1. 30 

1.29 

1.30 

1.61 

. 83 

.83 

.83 

.83 

1. 03 

. 50 

.50 

.50 

.52 

.54 

12. 90 

13.66 

14.41 

15.36 

14.44 


‘ Data extracted from U.S. Department of Transportation report "Cost of Operating an Automobile ’’April 1972, based 
essentially on 1971 prices. r k t 

> Data calculated by applying Consumer Price Index changes to costs in 1971 base year. 

Dalcu^ted by applying the Consumer Price Index change from February-April 1974 to data extracted from DOT report 
Cost of Operating an Automobile, published in April 1974 based on February 1974 prices 


APPENDIX IV 

Study of Opeeating Costs foe Peivately Owned Airceaft 

By GtEneral Sebvices Administbation, Fbdeeal Supply Service, Passenger 
AND Transportation Systems 

L Ofiyec^Mte.— Calculate the cost of operating privately owned aircraft in order 
to determine the adequacy of the present mileage allowance. 

II. Background.— 5 USC 5704 (a)(2), an employee Is entitled to a 
mileage allowance of not more than 12 cents per mile when he uses a privately 
owned aircraft while on official business. 

The Federal Travel Regulations (41 CFR 101-7), promulgated by the General 
Services Administration (GSA) pursuant to Executive Order 11609, dated 
July 22, 1971, prescribe that agencies will fix the mileage rate for use of privately 
owned aircraft within the statutory maximum of 12 cents. 

pe two largest users of this mode of transportation (U.S. Department of the 
Interior and the Department of Transportation) have stated that the present 
allowance IS Inadequate and consequently the employee must bear a large part of 
me hnancial burden when a privately owned aircraft Is used on official business. 
Tne uepartment of the Interior has recommended that the mileage rate be in- 
creased to 20 or 22 cents per mile, and the Department of Transportation has sug- 
gested a rate up to 20 cents for a single engine aircraft (annex 4). Based on these 
recommendations, GSA conducted this study to determine the cost of operating a 
privately owned aircraft. 

presented in this study are based on a report, pre- 
the Federal Aviation Administration (PAA) in February 1969. en- 
titled General Aviation Aircraft Operating Costs.” 

^^Presentative Aircraft.— The PAA study includes costs for 
sexeral categories of General Aviation aircraft; however, the single-engine 
piston aircraft was selected as most representative of the various types of pri- 

supports this selection in stating that two 
fu.. single-engine, piston, 1-3 place (seats) aircraft and over one half of 

e single-engine, piston 4-pIace and over aircraft are personally owned, while 
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most of the multi-engine piston and turbine aircraft are found in the business 
fleet. 

Within the representative category, the costs shown for the 1-3 place aircraft 
are substantially less than those shown lor the 4-place and over type of airplane 
(annex 1) ; however, the FAA Included several cost items which are not regarded 
as reimbursable travel expenses — these were deleted for the purpose of this 
study. In addition, the speed of the 4-place and over aircraft (161 miles per hour) 
is considerably greater than that of the 1-3 place aircraft (100 miles per hour), 
As a result of the cost adjustments and the variance in operating speeds, tlie 
difference in the cost per mile lor these two types of aircraft is less than two 
tenths of one cent. Since the adjusted costs are nearly identical, either the 1--3 
place of the 4-place and over type of aircraft could be selected as representative 
without introducing serious distortions. 

(6) Evaluation of Data. — The costs presented in the FAA report were esti- 
mated from information gathered from aircraft manufacturers, consulting firms 
and trade journals. While the FAA did not conduct tests or surveys for their 
study, some of the operating costs reported In the trade journals were based on 
actual flight tests. The use of estimate costs is unavoidable because of the loose 
and informal structure of the General Aviation fleet, which precludes the collec- 
tion of reliable, empirical operating cost statistics. Most of the single-engine, 
piston aircraft are privately owned, and few owners maintain speclflc cost or 
operating records. A representative of the Aircraft Owners and Pilots Associa- 
tion (AOPA), an organization of the owners of General Aviation aircraft, con- 
firmed this lack of data when he related that the AOPA has not prepared a Gen- 
eral Aviation cost study, due primarily to the absence of a sound data collection 
and reporting system. In summary, the use of estimated costs was dictated by 
the lack of reliable actual cost information. 

The costs reflected in this report do not apply to speclflc makes and models 
of aircraft, but instead are “typical” of an aircraft in a particular group. 
For example, the costs shown in annex 1 for single-engine, piston, 1-3 place 
aircraft are typical for that category of aircraft, but would not be typical for 
a speclflc kind of airplane within that category, such as a Cessna 160. Signifi- 
cantly, the use of typical or representative costs is of great value for the pur- 
poses of this study, because Government employees, collectively; own various 
types of General Aviation aircraft. 

(o) Cost Elements. — In developing the overall cost of operating a privately 
owned aircraft, all of the cost elements discussed below, and shown in annex 1, 
were evaluated, and only those which were regarded as reimbursable were 
retained in the adjusted cost table ( annex 2) . 

1. Fuel and Oil — Fuel costs are based on three factors; the number of gal- 
lons of fuel consumed in one hour, the average price per gallon of aviation 
gasoline (44 cents), and the yearly average number of hours of aircraft utiliza- 
tion. It was also assumed that the oil consumption varied with fuel consumption, 

2. Inspections. — The FAA requires that all General Aviation aircraft undergo 
one annual Inspection. In addition, any aircraft carrying passengers for hire, 
or used for flight Instruction must be inspected at the end of each 100 hours 
of operation. Since many single-engine, piston aircraft are used for fight train- 
ing and some even as air taxis, they are subject to more frequent inspections 
and higher annual inspection charges. Because both commercially used and 
privately owned aircraft are Included In the single-engine, piston category, the 
inspection costs shown in annexes 1 and 2 are somewhat higher than they would 
otherwise be If only the costs for privately owned aircraft were shown. 

3. Maintenance.— This element Includes the cost of labor and parts for main- 
tenance for the airframe, engine, accessories, propel' er, electrical equipment, 
instruments and air conditioning. However, the cost of recovering the airframe, 
which is required ever.v several years, was not Included. 

4. Reserve For Overhaul. — This item is related In nature to maintenance, but 
is much more extensive. This category Includes required overhaul or replace- 
ment of such parts as the engine, electrical equipment, Instruments, the pro- 
peller and even the airframe. 

6. Parking and Landing Fees Awag From Dome Base. — Although these costs 
were Included In the FAA study (annex 1), they were excluded as adjusted 
cost items in annex 2 of this study. These kinds of expenses are separately 
allowed vvhen a privately owned automobile is used, and accordingly, it Is felt 
that parking and landing fees, as well as tiedown costs incurred while away 
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f 1 om the home station should also be allowed in addition to the mileage rate paid 
for the use of a privately owned aircraft. The FAA estimates that the cost of 
these services ranges from $29 a year for a 1-3 place aircraft to $88 for a 4- 
place and over aircraft. However, the cost to the Government for these services 
should be less than these amounts, as the traveler would be reimbursed only 
to the extent that these services are required for official travel. 

6. Parts. — ^The cost of spare i)arts. which an owner may wish to carry 
aboard his aircraft has not been included in the adjusted cost table. This 
exi^nse, as reported by the FAA, varies in proportion with the size of an air- 
craft, and is negligible for single-engine, piston aircraft. In fact, no expense 
was reported for 1-3 place aircraft, and only $16.00 per year was experienced 
tor the 4rplace and over aircraft. It was assumed from this, that the cost of 
spare parts for single-engine, piston aircraft was incurred for planes used 
primarily for commercial or agricultural purpo.ses. 

7. Pilot Exp(Mses.—-'I!hiit element, which includes per diem expenses for crew 
membe^ is not applicable for the purposes of this study, because employees, 
using their privately owned aircraft for official travel, act as their own pilots 
and are allowed per diem expenses under the Federal Travel Regulations. Ac- 
cordingly, this item is not included in the adjusted cost table. 

8. Depreciation . — ^Depreciation was computed by dividing the cost study, the 
purchase price used for depreciation was the price in effect during the year in 

median number of aircraft of a particular model were manufactered 
The depreciation trend for aircraft is similar to that for automobiles, in that 
depreciation (the largest drop in resale value) occurs 
within the first few year.s of ownership. This is significant because while the 
depreciation costs in the F AA study are based essentially on the purchase price 
of a new aircraft a representative of the AGFA has indicated that many new 
aircraft are purchased first by business firms, and after four or five yeara are 
private ownership. As a result, the depreciation costs presented in 
Thpro somewhat overstated when relating to privately owned aircraft. 

minimize any possible overstatement of 
First this study addresses only single-engine, piston air- 
craft the majority of which are initially purchased for personal use. Second 
ae purchase price of single-engine, piston aircraft (except the Beech V35A 
Bonanza) does not include the cost of avionics equipment. Yet employees, who 
purchase aircraft equipped with such devices, will obviously experience higher 
depreciation costs. Third, an average aircraft life span of tw-enty years was 
this was consistent with aircraft blue book priJesf the FAA 
br^relte examples which imply that the life span for some aircraft may 

flLSd fif 1 - years. In this respect, a representative of AGFA re- 
knows the*terh®n *1 y.®^^ to be reasonable, but added that no one really 

knows the technological life of an aircraft which has been properly maintained 

?n"nn^’’n*®f®+®‘^ ®'®“ents. Individually, these factors are^ of minor Impor" 

tance, but together, they may offset the possible elevated depreciation costs^ re- 
sulting from the FAA’s use of new aircraft purchase prices. 

9. Insu^nce. — A typical aircraft owner would carry four basic types of in- 
surance. These are Htill Insurance, which covers damage to the aircraft (4 per- 

1 5 passengers without court action (premiums are 

-$230 for 1 3 place aircraft and .$340 for 4-place and over aircraft) • Leaal LiaUl- 

Py property ($200 for single-engine, pistim air- 
Medical Insurance, which provides coverage for pa.ssengers and crew 
^ 1 are $11 per passenger and $1,3 for crew member ) 

Sfforaffe.— This element consists of the commercial hangarage or 
is not an expense directly generated bv the 
conduct of Government business. Accordingly, these costs were deleted from our 

appear in the adjusted cost table (annex 2) 
that'whcrH f flMd Scar;?#*.— For the purpose of this study it was assumed 
• n the owner of a privatel.v owned aircraft uses his aircraft for official 
bu.siness, he will also pilot the aircraft. Based on this afiumption the expenses 

?ncb,7'/® in®" aye considered to be irrelevant and werfnot 

included m the adjusted cost table (annex 2) . 

category include the cost of manuals and 
charts, damage not covered by Insurance and aircraft modernization. These ap- 
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pear to be expenses necessary for the safe operation of an aircraft and were 

''''Z^^ZZltvlfourreTcf^^^^ report on General Aviation Operating 
Costs prepared bv the FAA in February 1969 does not reflect subsequent changes 
hi the price leveh In order to calculate current costs, it was necessary to use a 

index for estimating the magnitude of price changes since lJb9. e5„iiTT 

The Whoiefafe Price IndL (WPI) could not be used is essentially 

a commodity index and excludes the v^ues of services ; yet ma^^^^ 
elements, which comprise the total cost i>er mile, a . WPT reflects 

(ie., inspections, maintenance and insurance). In addition, tte WPI reflect 
prices at the wholesale level, and does not accurately measure the level o* costs 
borne S the Wners of small aircraft, who must make their purchases m ihe 

"®On tofotLr hand, the Consumer Price Index (CPI) measures the prices of 
both goods and services at the retail level, but does not provide any data regard 
tafthrsoeeffle corponent cost elements which make up the aggregate cost per 
mho for the operarion of privately owned aircraft. Although the CPI does pro- 
vide price information on vspcciflc automobile operating costs (depreciation, 
malntSance aXepSrs, gasoline, oil, insurance, etc.), price changes for these 
riements cannot l)e a^pplled to aircraft operating costs, as the two items (aircraft 

“KeTb™ orsSiflTiricTdata, it was decided tl*at the change reported 
in the CPI for “all items” would be applied to the total adjusted costs for 196 . 
Altl^^ugh tWs apprS may not yield a high degree of precision, it should 
SI a feneraflsUmate ol the cLnge in the 

Itio- a nrlvate aircraft. Signiflcantly, during the period from 1969 to jjecemoer 
1973, the change in the CPI for all items closely approximated the change i 
fuel prices. In fact, while the CPI for all items rose 2o^77% fiom 1^ 104 7 to 
rue CPT for regular and premium gasoline increased 2o.98% trom iua.i to 
1319 o difference of only 0.21%. Although there is no CPI for aviation fuel, 

an official of the Bureau of Labor Statistics „^''fXtlng tXriend 

regular and premium automotive gasoline could be used in estimating the trenu 

in the nrice of fuel used for general aviation piston aircraft. , . 4.i,„ 

The^cost per mile as of December 1973 has been computed by applying the 
CPI Lcleasl to the adjusted 1969 costs. As shown in annex 3 the current cost 
per mile for single-engine, piston “rcraft (1-3 place and 4-place and o^er) 
approximately 20.6 cents. As stated earlier in this study, thi U.S. Department 
thi Interior Ind the Department of Transportation recommended aircr^^^^ 

age rates of 20 to 22 cents and lu to 20 cents, respectively. The letteis submitted 

by these agencies, which are included in annex 4, give support to 

the cost of operating a single-engine, piston aircraft is approximately 20.6 cents 

^^*^IW^Conofusfons.— Three major conclusions can be drawn from the above di.s- 

'^'^(ffl^^'rhe approximate cost of operating a privately owned, single-engine, piston 

T" T^aXmlm « of 12 cents per mile, provided under 5 

use 5704(a) (2), is inadequate when a privately owned aircraft is used for 

"“(cTThl cXIof landing and parking, as well as tiedown service, have not been 
included in the mileage rate. At present, there is no authority for 
reimbursing employees for these costs when they use an aircraft for official liusi- 
ness, although the same types of expenses may be separately allowed when a 
privately owned automobile is used for official travel. 

yo)^l!egSlaTlon*should be sought to increase the maximum statutory mileage 
rate for use of privately owned aircraft on official business. 
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(6) Action should be initiated to amend 5 UkSC 5704(b) to provide for senarate 

costs incurred whin 

owMd aircraft IS used on official business. Reimbursement sliould be in addition 
to the mileage allowance, as it is for privately owned automobiles. 

ANNEX 1 

table 8.— operating costs of average general aviation aircraft, by aircraft type 


operating costs and data 


Piston 


Turbine 


Single-engine 


* *° 3 place 4 place and over 2 engine Turboprop 


Jet 


Variable costs: 

Fuel 

on 

Inspection 

Maintenance 

Reserveforoverhaul... 

Parking, fees, etc 

Spare parts 

Pilot expense 


$450 

59 

161 

194 

315 

29 


$3.00 
.39 
1.07 
1.29 
2. 10 
.19 


$930 

88 

400 

450 

864 

88 

16 

50 


$4.65 
.44 
2.00 
2.25 
4. 32 
.44 
.08 
.25 


Total, variable costs 1,208 8.04 2,884 14.43 


Annual 

Hourly 

Annual 

Hourly 

Annual 

$3, 234 

$12.44 : 

1 19,908 

$44. 24 

$52,700 

270 

1.04 

302 

.67 

650 

1,274 

4.90 

6,480 

14.40 

9, 000 

1,607 

6. 18 

14, 220 

31.60 

22, 500 

2, 179 

8.38 

14,832 

32.96 

23, 300 

273 

1.05 

1, 017 

2.26 

1,875 

117 

.45 

9, 626 

21. 39 

25, 550 

b36 

2.06 

2,800 

6.22 

3, 635 


1.30 
18. 00 
45.00 
46. 60 
3.75 
51.10 
7. 27 


Fixed costs: 

Depreciation... 

Insurance... 

Storage. 

Crew salary and bene- 
fits 

Miscellaneous 

Total, fixed costs 

Total costs 

T otal cost per— 

Aircraft-mile 

Available seat-mile 

Aircraft-mile variable 

cost 

Operating data; 

Utilizations 

Miles flown 

Block Speeds 

Fuel consumptions 

Passenger seats 


9,490 36.50 69, 185 153.74 


340 

870 

235 

2.27 

5.80 

1.57 

900 

988 

486 

4.50 

4.94 

2.43 

4,450 

3,260 

1,560 

17.12 
12.54 
6. 00 

33, 165 
16,264 
3, 650 

73.70 

36.14 

8.11 

48, 780 
22, 280 
7,722 

97.56 

44.56 
15.44 

(0 

80 

.53 

1, 200 
292 

6.00 

1.46 

7,410 

1,030 

28.50 

3.96 

28,320 
6, 020 

62.93 

13.38 

31, 820 
8, 540 

63.64 

17.08 

1,525 

10.17 

3, 866 

19.33 

17,710 

68. 12 

87,419 

194. 26 

119, 142 

238. 28 

2, 733 

18.21 

6,750 

33.76 

27, 200 

104.52 

156, 604 

moo "' 

Yss.m 

^516^ 

$0. 182 
$0. 091 

$0, 224 
$0,056 

$0,515 

$0,099 

$1,180 

$0,084 

$1. 148 
$0. 130 

$0,081 

$0,095 

$0. 180 

$0. 521 

$0,605 


150 
15, 000 
100 
6.8 
2 


200 

30,200 

151 

10.6 

4 


260 
52, 800 
203 
28.3 
5.2 


450 
132, 750 
295 
125.0 
14 


500 
225, 000 
450 
300.0 
8.8 


s Hnum fownlV^ean"''''*"”' f<>f this item, 

s Miles per hour. 

‘ Gallons per hour. 

ANNEX 2 

ADJUSTED OPERATING COSTS, 1969 (SINGLE-ENGINE, PISTON AIRCRAFT) 


1 to 3 place aircraft 


4 place and over 


Item 


Cost per 
year 


Cost per 
hours 


Cost per 
year 


Cost per 
hours 


Fuel 

Oil 

Inspection 

Maintenance 

Reserve for overhaul. 

Depreciation 

Insurance 

Miscellaneous 

Total 

Miles per year.. 

Cost per mile. 


$450 

$3. 00 

59 

.39 

161 

1.07 

194 

1.29 

315 

2.10 

340 

2.27 

870 

5.80 

80 

.53 

2. 469 

16.45 


$930 

88 

400 

450 

864 

900 

988 

292 

4,912 


$4. 65 
.44 
2.00 
2.25 
4.32 
4.50 
4. 94 
1. 46 
24. 56 


15,000 

ousL per mile rn i(;,ii: 

Miles per hour W. 1646 . 

Cost per mile... I'l 


30,200 . 
$0.1626 . 


100 151 

$0.1645 $0.1626 

per yoaff'' ^ =’«=ratt is 150 hours per year; utilization for 4 place and over aircraft is 200 hours 
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ANNEX 3 

OPERATING COSTS, 1973 (SINGLE-ENGINE, PISTON AIRCRAFT) 

Percent change Cost per mile 

Cost per mile, in CPI from 1969 Change in cost Oecemodr 1973 

Item (cents) to April 1973 per mile (cents) (cents) 

Uo 3 place - 16.46 25.77 4.24 20.70 

4 place and over 16.26 25.77 4.19 2.0.45 
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APPENDIX V 

COST OF OPERATING 
AN AUTOMOBILE 


SUBURBAN BASED OPERATION 


CENTS PER MILE 





ORIGINAL VEHICte 
COST DEPRECIATED 


MAINTENANCE, 
ACCESSORIES. 
PARTS & TIRES 


GAS & OIL 
(EXCLUDING 
TAXESI 


GARAGE, INSURANCE 
PARKING. 

& TOLLS 


STANDARD 

SIZE 


4 . 2 ^ 


COMPACT 

SIZE 


3 . 4 ^ 


3.2 d 


2.0^ 


1.6^ 


STATE & TOTAL 

FEDERAL /^ACT 
TAyPR LrUO I 


1.5^ 


2.9 i 

2.7 i 

2.5 i 

L 

2.0 « 

( 

^.5i j 

^■2i 


2.3 

2.5 i 

2.5 i 

2.5 i 

1.5rf 

.9i 



15 . 9 ?! 

12 . 9 ^ 

11 . 2 ^ 


QLIMv 



U.S. DEPARTMENT OF TRANSPORTATION 

Federal Highway Administration 

Office of Highway Planning 

Highway Statistics Division 

April 1974 
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COST OF OPERATING AN AUTOMOBILE 
(By L. L. Liston and R. W. Sherrer) 

{Mr Liston is Chief of the Vehicles, Drivers, and Fnels Branch, Hightoay Sta- 
tistics Division of the Federal Highway Administration. Mr. Sherrer is an 
Economist in the Vehicles, Drivers, and Fuels Branch.) 

Introduction 

The 101 million automobiles registered in 1973 traveled more than 1 trillion 
miles and used over 76 billion gallons of gasoline. About 11 million of tnese 
automobiles -were purchased new during the year at a cost of more than 
billion. Many of the owners of these new cars, who bought vehicles costing 
or more, probably did not realize that they were making the second most expen- 
sive purchase a person makes during his life. In fact, most owners probably are 
not aware of how much their cars cost to own and operate. The purchase price is 
only the first in a series of costs incurred in the automobile’s approxinaate 10- 
year, 100,000-mil6 trip from the assembly line to the junk.yard. To examine this 
trip and the vehicle costs, one geographic location, suburban Baltimore, Mary- 
land, was chosen as the study site. The study data are for that location only, 
and are not national averages. 

As was the case in the 1972 study, three cars have been chosen to compare the 
costs Incurred, and to show the various costs in relation to the highway-user 
taxes paid. Earlier editions of this report ^ considered costs for only one vehicle, 
a standard size “big 3” four-door sedan operated from a home in the Baltimore, 
Maryland, area. The current study is also based in the Baltimore, Maryland, area 
in order to retain comparison with data from prior reports. , j 

The vehicles chosen for study are a standard size “big 3 four-door sedan 
(table 1), an American-made compact (table 2), and a subcompact (table 3). rhe 
modern American subcompact cars have not been in existence long enough so 
that accurate data can be obtained on anticipated repairs and maintenance costs. 
Therefore, assumptions had to be made concerning some of these factors. AU 
assumptions will be discussed later. j 

During the 10-year study period, assuming current rates, tlie standard-size car 
owner will pay $4,032 lor some 7,700 gallons of gasoline. He will pay $2 940 to 
keep the vehicle maintained and in repair, $1,618 to insure it, and $1,960 for 
garaging, parking, and tolls. His State and Federal automotive tax bill, most of 
which goes to support the roads he drives on, will amount to $1,509 — about 9.5 
percent of total costs. Many ownership and operation costs for typical com- 
pact and subcompact cars are not comparable to those of the standard-size car 
because of the assumed items of optional equipment on each car and their sheet 
on costs. However, the automotive tax portions of the costs for each car should 
be comparable. These taxes total $1,158 for the compact car, and $926 for the 
subcompact car — 9 percent and 8.3 percent respectively of total costs. 

During the 24-year period, 1950-1974, tlie State and Federal tax component 
of automobile costs has varied less than 1.5 percentage points (10.9 percent in 
1950 to 9 5 percent in 1974). The taxes shown in this report for the standard-size 
automobile are 9.5 percent of total costs, down from the 9,7 percent shown in 
1972, Many local jurisdictions tax motor vehicles and tlieir use in a manner sim- 
ilar to the State registration taxes and motor-fuel taxes. Also, several States levy 
iiersonal property taxes on motor vehicles. None of these^taxes were levied in 
the study area, but any computations of tlie cost of owning and operating an 
automobile in an area where such taxes exist should Include them. , , 

The “Cost of Operating an Automobile” report has been updated and published 
as changes in costs and vehicle characteristics have warranted additional study. 
The most recent prior edition was issued in April 1972. The text, method, and 
coverage of the current report borrows freely from former reports. 

Study Factors and Assumptions 

A description of the vehicles Included in the study, the repairs, the repetitive 
maintenance operations, replacement items, insurance, and other costs that were 
Included in the study and the values of factors used to compute these costs are 
listed in the tabulation titled, “Automobile Operating Costs— Bases for Esti- 

1 Studies were published In 1050, 1987, 1970, and 1972. Copies of the 1972 study are avail- 
able, but supplies of the earlier editions have been exhausted. 
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mates.” The costs and rates for suburban Baltimore, shown in this table can be 
compared easily with costs and rates for other localities. Then, estimates of auto- 
mobile operating costs for vehicles in those other localities can be made using 
this study as a guide. For example, the price of gasoline used in this study, as 
•shown in the Bases for Estimates” table, was 52.1 cents per gallon. If the price 
of gasoline in another locality were 54.1 cents per gallon, persons living there, and 
wishing to estimate tiielr own automobile operating costs, could adjust the gaso- 
line cost figure in this study to reflect the 2 cents per gallon higher price. Other 
costs and rates would liaye to be checked, and any necessary adjustments made, 
in ihn manufacturers as those used 

of tile years differences between the cars for each 

In prior studies, the list or “sticker” price of the basic automobile plus optional 
equipment was considered to be the purcha.se price. In the current study the 
purchase price of the car was considered to be the “sticker” price of the vehicle 
including optional equipment less the average discount allowed on that car as 
3 Consequently, even though the list price of the 

1974 model standard-size car is several hundred dollars more than the price of 

iqw m ® P«r-chase price shown for the 

1974 model IS les.s. The amount of discount a dealer allows depends on the size 

negoliatet g^ood dell.^^"’’'’" ability of the buyer to 

The costs shown in this report are not taken from records of specific vehicles 
nor are the amounts of ipsage, fuel consumption rates, or any other factors 
necessarily presented as averages. However, the vehicle and operation cost fac^ 
tors probably are typical for cars of these sizes in the study area. Nationwide 

perceiffol’^^orJh^rt model standard-size car, and the compact show that 90 
percent or more had power steering, over 94 percent had automatic transmissions 
radios, and 85 percent of the standard-size cars had air condi- 
subcoinpacts the number with power steering was negligible 27 
n ‘‘a 57 percent had automatic traLmlss^ons and ^ 

had radios. The factors used here were selected on the basis of available 
statistics, discussions with automobile industry personnel, and assistance from 
service managers of major automobile dealers. assistance rrom 

In order to estimate car operating costs, it was necessary to make a series of 
as.sumptions concerning tire and batterj' replacements, wheel alinements light 
liDings and parts, lubrications, and other repair and 
maintenance items. The need for repairs was estimated from data gathered durlna 
discussions of repair experience with ear service personnel, and film the authors® 
knowledge. They include such items as starter repair, carburetor overhaul re 

alid^^Tt absorbers, 

ana What must seem to the owner to be a pretty long list of other repairs Several 

of these repairs must be made more than once during the life of the car No 
l"rLn«eVT^e mtb’’ f that wolild have beL‘covered 

hose il tL prior h ®‘«tly are similar to 

? study, so changes in costs are due mainly to increases in 
charges for parts and labor. Maintenance and repair costs* reflect a 3-venr 

ImseTol W71 nr- ®tudy. The 1972 study was 

1974 prices ® a^e based on 

The assumed vehicle life of 100,000 miles during a 10-vear neriod has heon 
short*°VehiM^ as being too long, and others who believe it to be too 

that hirif^f data developed on popular brand, standard-size cars show 

were still on the road at the end of 10 years. This 
ndmg appears to be applicable to the compact cars also but there is still not 
enough evidence to establish a survival rate for subcompacts. Odometer reidin^s 
were taken recently from subcompact cars ranging from 1 to 3 years old and tho 

rs-rrnjsiiVo?™™" ?« E 
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ownership costs in our figures. A person’s demand for transportation tends to be 
relatively stable from year to year, so it would be unlikely that he would operate 
his only car successively fewer miles each year. However, a 9-year old car is 
typically operated fewer miles during the year than a new one or a relatively new 
one. Therefore, it can be assumed that the older car has become' the second or 
third car in a family, or for some other reason it is operated at a much reduced 
rate. 

Not all cost items are listed in detail in tlie tables, but sufficient information 
is included to assist those who wish to make recomputations to fit other geo- 
graphic areas, or other types of operation. The costs are computed for suburban 
Baitimore, Maryland. If the suburban costs had been computed for Boston, New 
York, or San Francisco, they probably would have been higher, and if they 
had been computed for Jacksonville, Montgomery, or Fort Worth, they would 
have been lower. Rural running costs in most parts of the United States prob- 
ably would not differ greatly, but there could be noticeable differences in volilcle 
registration fees, and in gasoline taxes because of the variance in rates among 
States. The running costs (gasoline, tires, oil, repairs, and maintenance, etc.) for 
the vehicles in rural operation tend to be lower than for comparable cars in 
suburban use, because there are fewer traffic control devices, less eongesl'ion, 
and the opportunity for accidents with other vehicles is less frequent. 

The costs that are most likely to change in the short range, and are likely to 
need adjustments from one geographic location to another are ; gasoline price and 
tax, registration fee, repair labor rate, insurance premium, toll charges and park- 
ing charges. Also the remaining value of a ear differs from region to region, so 
the used car value guide should be consulted for the owner’s area in order to ad- 
just the amount for depreciation. 

Automobile financing charges are not included in the tables of costs shown in 
this report. However, they can be computed easily for given. automobile sales 
prices and interest rates. A car buyer must pay Interest off money borrowed from 
a bank or other financial institution or forego interest he would have earned if he 
elects to use his savings or other investments and pay for the car outright. On a 
36-month loan covering three-fourths of the purchase price, the Interest charge in 
suburban Baltimore at a 10-percent annual rate, and its cost per mile for the 
3-year period, would be $517 or 1.3 cents per mile for the standard-size car. It 
would be $356, or 0.9 cents per mile for the compact, and $291 or 0.7 cents per 
mile for the subcompaet. On the other hand, if the purchase were financed Iry a 
savings withdrawal rather than by borrowing, and the amount withdrawn were 
paid back in 36 equal monthly installments, the net interest lost (at 5% percent) 
In the account would be $286 or 0.7 cents per mile for the standard-size car, $197 
or 0.5 cents per mile for the compact, and $161 or 0.4 cents per mile for the sub- 
compact. There can be important cost differences in alternative methods of 
financing a new ear purchase, and the merits of different plans should be weighed 
carefully before a particular one is selected. 

The garaging cost is computed to be the value of any arrangements made by the 
car owner for off-street storage of the car at his residence. It may be an attached 
or detached garage, a carport, or it may bo a paved parking apron or gravel sur- 
faced space beside his house. Parking costs include metered curb parking, and 
costs of temporary storage in lots or parking buildings away from the owner’s 
residence. 

In some areas of the United States tolls and garaging would cost less than in 
the study area, but an automobile owner traveling south, or west, or north from 
Baltimore customarily would encounter major toll routes. Also, he would sjcend 
more for garaging and parking than residents of small towns or rural areas. To 
go to Now York City, 185 miles to the north and return, he would pay $8.10 in 
tolls, not counting the $1.20 Baltimore Tunnel fee. This is substantially more 
than persons living in Atlanta, New Orleans, or St. Louis would have to pay in 
making similar length trips from their localities. 

Oddly enough, many automobile owners do not seem to be aware of many of 
their automobile costs. It is only when a motorist is confronted with a substan- 
tial monetary outlay for new tires or for major mechanical repairs that he shows 
much concern about car expense. Much of the time he drives his car and seems to 
conclude that his trips are costing him very little. The average automobile is sold 
or traded three or more times during its life, usually through new or used car 
dealers. The need for repairs usually causes owners to trade-in their cars, and the 
dealers serve as the quality control judges of the used vehicle trade. O’hey 
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wholesale the ones that require too much attention, and make the repairs on 
the remainder prior to resale. But whether the automobile needing repairs is 
owned by an individual or is being repaired by a dealer for resale, the money .spent 
eventually becomes a part of the cost of owning and operating the car. Battery 
and tire replacements, brake linings, radiator repairs, body work, and numerous 
other replacements and repairs are included in the used car reconditioning pro- 
grams of many dealers. The additional work that is done under dealer warran- 
ties does not impose direct out-of-pocket expenditures on the car owner. These 
costs are submerged in each automobile’s purchase price, and no effort has been 
made to separate them. 

Numerous factors such as individual driving habits, climate, garage facilities, 
type of road used, purpose for which the car is used, and sometimes luck can 
affect service life and costs of operating a car. As previously stated, the standard- 
size car appears to have an average life of about 10 years, and the compacts ap- 
pear to be surviving at about the same rate. The current American subcompacts 
have been on the market nearly 4 years so their survival history is beginning to 
develop. Odometer checks of a limited sample of these subcompacts show an 
average annual mileage for the first 3 years of 13,000 miles. This is consistent 
with the mileage of tlie larger vehicles. Other vehicles that were generally of 
this size (the early Falcons, Valiant.s, Corvairs, and Ramblers, as well as many 
imports) appear to be on the highways in sufficient numbers to warrant the 
following assumptions. For ease of comparison among vehicie sizes and uses, all 
of the study vehicles have been assumed to ha^’e a 10-year, 100,000-mile life. It 
has been' assumed that a normal travel pattern w'ould be 14,5CK1 miles in the first 
year, and a decreasing number of miles each year thereafter until the vehicle is 
driven only 5,700 miles in its lOtli year. These as.sumptlons are reasonably con- 
sistent with available travel data. 

Other Applications for Study Data 

A person’s choice of an automobile — standard .size, compact, or subcompact — 
i.s dependent on several considerations. For the motorist who needs the .space 
provided in the standard-.size car because of a largo family, earpool needs, or 
equipment tliat must be carried, the economie.s and size advantages of the com- 
pact and subcompact must be foregone. If he flnd.s that those needs are not com- 
pelling, the smaller cars offer several advantage.s. 1‘arking in curb space is easier, 
some parking lots have lower rates for small cars, repair costs are not as ex- 
pensive. registration fees in some States are lower, tires co.st less, and saving 
in gasoline cost over the life of the car will be enough to pay a substantial amount 
toward the cost of a new' car. Comparing gasoline cost alone betw'een the stand- 
ard-size car and the subcompact there can be a saving during 100,000 miles of 
travel of about $1,600 by using the subcompact. This is two-thirds of the new car 
cost for another subcompact. If a person customarily buys a car every 3 years, 
the gasoline cost savings by using a subcompact rather than a standard-size car 
would be over $600, or about one-fourth of the cost of a new .subcompact. A com- 
parison between the standard-size car and the compact-size car does not provide 
a.s large a difference, but it is worthw'hile when you consider that compacts have 
most of the advantages of the large cars, and at the same time provide most of 
the advantages of the subcompacts. 

Another question that motorists frequently ask is, “'When should I trade-in 
my car?” There is no answer that fits everyone, because monetary consideration 
is only a part of the problem. Vehicle style, size, interior decor, mechanical fea- 
tures, availability of money, and many other things may be important to the 
car owner in making his decision of which vehicle to buy, and when to buy 
again. However, most people probably are concerned mainly with the money 
difference when they ask the question. The “annual trader” drives a current 
model car all of the time, but depreciation for his standard-size automobile 
over a 10-year period costs him about $10,460 (10 times the first year depreci- 
ation). The “two-year trader” pays about $8,465 in depreciation (5 times the 
depreciation for the first 2 years). This is a savings of $1,99.5 from the annual 
trader’s costs, and he can save even more by becoming a “three-year trader” 

However, after the fir.st year he faces a series of outlays for the tire replacement, 
repairs, and incidentals that begin to offset his savings in depreciation. The 
obvious flaw in trying to use these tables to determine when to “trade-in” a 
car is that a person’s annual auto usage tends to be constant from year to 
year, and does not follow the pattern shown for the life of a car. If he cu.s- 
tomarlly drives 14,500 miles per year, it is unlikely that he would drive fewer 
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miles the second year and still fewer the third year. Therefore, by the end of 
the third year he will have driven 43,500 miles (3X14,500 miles) Instead of the 

39.000 miles obtained by accumulating the mileage shown for the first 3 years 
on table 1. By the end of the fourth year he will have traveled 58,000 miles while 
table 1 shows this to be the mileage on a 5-year old car. Therefore, it appears 
that the mileage traveled can be as Important to a car's condition and remaining 
value as the ear's chronological age. But, using total miles traveled as the only 
determinant of a car's condition can bo misleading. Some long trips can put 
a lot of “easy” mileage on a car, while many short trips to the store and around 
the neighborhood, with a lot of stop-and-go driving, can put fewer, but “very 
wearing” miles on a car. 

The total vehicle cost per mile is lower for the high-mileage drivers, because 
depreciation in the early years of a car's life is determined more by age than 
by miles, and because some of the annual or non-recurring charges, such as 
garaging and insurance, do not Increase in proportion to mileage. A low-mileage 
driver sustains about the same depreciation, insurance, and garaging costs, but 
they are distributed over fewer miles and j-esult in a higher cost per mile. Most 
Insurance companies charge lower rates for private and recreational uses of 
vehicles, and higher rates for vehicles used directly for work or in relation to 
busine.ss. In addition, many companies apply a surcharge for. high-mileage drivers 
in both categories. To some degree, the purpose for which a car is used, and the 
circumstances of its use will dictate the vehicle cost pattern. Once an owner 
determines his vehicle-use pattern, he may be able to relate his costs to those 
shown in this report and decide when it will be most advantageous to him to 
trade hi,s car. The high-mileage driver may find some repairs and tire replace- 
ments moved to earlier years than those shown in this study. Of course, comfort, 
dependability and appearance are important to most car owners, and weigh 
heavily in the automobile purchasing decision. 

Reimbursement by an employer of the costs for an employee's use of his car 
for business purposes is a fairly common occurrence today. The question upper- 
most in the mind of each of the parties is, “How much should the reimburse- 
ment be?” If an employee uses Ills automobile only occasionally and incidentally 
for business purposes, an amount necessary to cover out-of^po.cket costs, tire 
wear, and general wear on the vehicle should be sufficient. At today's prices 7 
to 9 cents per mile should be enough. If the extent or type of use affects his 
insurance rate, or if it subjects the automobile to unusual loads or operating 
conditions, the reimbursement should bo adjusted upward accordingly. Tolls 
and parking or storage costs incurred in the course of such use should be paid 
separately and in full, regardless of per-mile reimbursement. If an employee’s 
job is dependent on his obtaining and using his car in his employer’s behalf, 
reimbursement on the basis of the employee’s overall costs per mile seems fair. 
If, in addition, the employee’s frequency of car purchases, the type of auto- 
mobile bought, or other factors of ownership or upkeep are substantially affected 
by the employer’s requirements, the reimbursement should be sufficient to cover 
all outlays that exceed what the employee would normally spend for his own 
nonbusiness automobile transportation. For complete information concerning 
reimbursement for private automobile use, there are business travel advisory 
services that can be consulted. These are commercial advisory services that have 
made studies of costs for speciflc vehicles and groups of vehicles under various 
conditions of use. 

Discussion of Costs 

When an automobile is operated 100,000 miles there are 400,000 miles of tire 
\year. For the vehicles in this report it was assumed that fiberglass bias-belted 
tires would be used. Therefore, the automobiles would each wear out the original 
5 tires and require 11 additional replacements, which would Include 7 regular 
tires and 4 snow' tires. If the automobiles are driven with reasonable care, and 
the wheels are kept properly alined, tliis number of tires should be adequate for 
the standard-size car. The compact and subcompact should turn 100,000 miles 
and have usable tread left on the tires. 

If the standard-size automobile were purchased with radial tires having a 

40.000 mile tread-wear guarantee, it is likely that only 5 tire replacements would 
be necessary. The cost of replacement fiberglass tires would be $386 while the 
replacement radlals would cost $350. The saving of $36 would be enhanc<;d by 
additional savings In gasoline, since the gasoline consumption rate Is improved 
by about 5 percent when radial tires are used. 
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Depreciation is the greatest single cost of owning and operating a standard- 
size automobile, and the second highest cost for the compact and subcompact. 

In the great majority of cases the age of a car is more important than its mileage 
in determining its resale or trade-in value. Such factors as brand popularity, 
body style, size, and to some degree, color, are also considered in determining 
value. For the standard-size car, by far the greate.st dollar depreciation in its 
value occurs in its first few years, while for the smaller cars the depreciation is 
more evenly distributed over their years of use. Since newer cars are driven more 
miles than older cars, the depreciation on a per-mlle basis is held down the first 
few years. For example, consider depreciation for the standard-size car in this 
report. If the car were bought new for $4,251 and sold or traded at the end of 
the first year, when it had been driven 14,500 miles, depreciation would be $1,04G. 

This depreciation cost divided by the 14,500 miles driven the first year amounts 
to 7.2 cents per mile. By the end of the second year, when the car has been driven 
27,500 miles, depreciation would total $1,693, which divided by the 27,500 miles 
would compute to 6.2 cents per mile. Year by year as the car get.s older deprecia- 
tion decreases, but the outlay for maintenance and repairs rises. As time passes 
it becomes increasingly difficult and exi)ensivc to keep a car in satisfactory 
oijerating condition. 

Modern highways wdth limited access, such as the Interstate System, make 
possible long trips at sustained speeds. To do this safely requires a well main- 
tained car. Although added safety features are being incorporated in the high- 
ways and the new vehicles are being equipped with lap and shoulder belts, impact 
resistant bumpers, side guard beams in the doors, etc., there also must be a policy 
of continuous, high-standard maintenance of the vehicles to help make highway 
travel safe. A charge of $12 an hour or more for .shop labor is not unusual, and 
this is a major factor in the 2.9 cents per mile cost for repairs and maintenance 
for the standard-size automobile. The encouragement of the public to buy 
compact and subcompact cars is based on substantially better gasoline mileage 
and the relative simplicity of the vehicles. For those i>ersons w'ho might like to do 
some of their own minor repairs and maintenance, the smaller ears afford that 
opportunity. Replacement of spark plugs, windshield wiper blades, fan belts, 
radiator hoses, etc., are simple and there are indeed savings to be realized. 

When trained mechanics do these Jobs, vehicle owners must pay professional 
w'ages. Although there are increasing numbers of “at home” mechanics, repair 
garage experience shows that the public generally is not ready to assume this 
responsibility. 

The gasoline expense is the highest cost for the compact and .subcompact, and 
second only to depreciation for the standard-size car. Until gasoline shortages 
began to occur in 1973, the price of gasoline had changed very little for 20 or 
more years. How'ever, the gasoline price has risen more than 14 cents per gallon 
in the study area since early 1972, with practically all of the increase occurring 
in the lew months of late 1973 and early 1974. There was a 2-cent State gasoline 
tax Increase in mld-1972, so the remaining 12 cents of the increa,se is all price, and 
is a 32 percent rise. 

Automobiles are continuously exposed to the possibility of damage, whether on 
the highway or parked. The large numbers of vehicles on the roads and streets, 
and the relatively uncontrolled traffic in shopping center parking lots make cars 
highly susceptible to accident involvement. Controlled crash tests on cars pro- 
duced through 1973 showed that they were not able to escape unmarked from 
any sort of collision. Automotive designs had been developed with little or no 
regard for safety, and some even contributed unnecessarily to automotive damage 
with the attendant higher repair costs and higher insurance. One insurance com- 
pany executive commented that until the volume of accidents is cut, or until cars 
are built so they are cheaper to repair, there is not much that can be done 
about rates. The 1974 models were manufactured with energy absorbing bumpers 
that were designed to protect against impacts up to 5 miles per hour without 
damage to the vehicles. As a result, several major insurance company spokesmen 
have stated that up to a 20-percent discount in collision Insurance premiums can 
be expected on these vehicles. 

The insurance coverage includes $50,000 combined public liability, full compre- 
hensive Are and theft, unin.sured motorist, and i)ersonal injury protection with 
first-party medical and wage benefits of $2,500. The latter is no fault insurance 
and is now compulsory in Maryland. Also included is $100 deductible collision 
insurance, which is dropped after the first 5 years. If an owner is “at fault” in an 
accident during the first 5 years, the first $100 damage to his automobile is out- 
of-pocket cost to him, but from the sixth through the tenth years he must pay 
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the entire cost for repairing his automobile. Accidents could, therefore, Increase 
the cost of owning and operating a vehicle above the amounts shown in the 
accompanying tables. 

The quality of roads — grades, surfaces, and curves — has been Improved sub- 
stantially in recent years. The Interstate Highway System is approaching com- 
pletion, with 84 percent open to traffic, another 7 percent under construction, and 
7 percent with engineering or right-of-way work in progress. These roads are 
more than living up to the expectations for them. Highway authorities point out 
that the newer highways of the Interstate System design provide opportunity 
for sustained safe speeds and comfort for the motorists. Accident records show 
that the Interstate System accident rate is about half that of the remalnd( 3 r of 
the primary highways in the United States. Savings in accident costs from the 
Interstate System alone are counted in billions of dollars. 

The development of local shopping centers, suburban residential areas, and 
employment centers, as well as the dispersal of recreational opportunities has 
made transportation very important in the American life pattern. Where public 
transportation is not well developed, the automobile must be used. Sales records 
of new vehicles show increased purchases of compact and subcompact cars in 
preference to the larger models. In many cases this is a reaction to the gas(Dline 
shortages that have plagued parts of the United States during the last few 
months. It is interesting to note, however, that a high percentage of the smaller 
than standard-size cars being purchased have air conditioners, automatic trans- 
missions, power steering and other optional equipment. There appears to bo no 
shortage of money to buy cars, and people still want to travel. The lack of ade- 
quate roads can cause ear running costs to rise. When traffic is not free flowing, 
there is greater fuel consumption, higher fuel cost, more pollutants are released 
into the air, there is greater opportunity for accidents, and there is much higher 
per-mile wear on engine parts, brakes, tire.s, etc. Also, poorly maintained roads 
may develop pot holes, broken slabs, obliterated traffic lines, damaged or ml.sslng 
signs, etc. Any or all of these could contribute to damage to a motor vehicle and 
the safety of those riding in it. So the problem is to maintain an adequate high- 
way system that will save money on operating and maintenance costs. However, 
putting highway costs into proper perspective is difficult at times. 

Highway -user taxes are the major source of revenues for highway building and 
maintenance. In paying them the motorist is, in a very real sense, paying for the 
roads he is using. For some motorists it will come as a surprise that for the 
standard-size car only 9.5 cents of their vehicle owning and operating dollar goes 
to pay for the roads. For the smaller cars it is even less. 

Financing highway construction and maintenance has become increasingly diffi- 
cult over the years, because automotive taxes are generally applied as unit 
charges. The gasoline tax at a certain number of cents per gallon, and the r( 3 gls- 
tratlon fees at a flat rate per vehicle, are not sensitive to price changes. As the 
cost of labor and products used for highway construction and maintenance rise, 
the gasoline tax and registration fees do not yield comparably higher revenues. 
Therefore, except for the possibility of added revenues caused by greater use 
of gasoline and more vehicles being registered, highway construction and mainte- 
nance must be accomplished with tax money that is continuously losing value. 
Relief occurs only when States raise their tax rates to try to offset inflated costs. 
Sensitivity to changes in costs would be possible If these taxes w'ere applied on 
the value of the product, like sales taxes. 

During the first year of operation the three study cars would have daily owning 
and operating costs of $6.65 (standard size), $4.30 (compact), and $3.52 (sub- 
compact). In the second year dally costs would drop by $1.70 for the standard- 
size car to $4.95 ; by 38 cents to $3.92 for the compact ; and by 33 cents to $3.19 
for the subcompact. The daily costs continue to drop, and the differences in these 
costs between car sizes narrow as the years pass. By the time each of the cars 
has accumulated nearly 60,000 miles, the daily costs are relatively close. I’hey 
remain close during the next 25,000 miles of travel, so the economic advantage 
of having a small car during that period would not be great. Other factors that 
might Influence the choice of a vehicle during this time might be the availability 
of gasoline, miles per gallon obtained, parking convenience, maneuverability in 
traffic, the ability to transport large numbers of persons or bulky materials, and 
environmental considerations. 

The bases for estimating the operating costs for each of the study automobiles 
follow, in modified tabular form, in order to emphasize the factors that differ 
and tho.se that are the same for the three vehicles. The annual costs and per-mile 
costs shown in tables 1, 2, and 3 are self-explanatory. 
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where costs per mile are less than 1/20 cent, a dash (-) appears in the column. 
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1/ This estimate covers the total costs of a fully equipped, medium priced, standard size, 4-door sedan, purchased for $4,251, operated 
100,000 miles over a 10-year period, then scrapped for $50. Baltimore area prices, considered to be in the middle range, were used. 

2/ Where costs per mile are less than 1/20 cent, a dash (-) appears in the column. 
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1/ This estimate covers the total costs of a low priced, subcompact size, •2-door sedan, purchased for $2,410, operated 100,000 mile: 
10-year period, then scrapped for $50, 

2/ Where costs per mile were computed to be less than 1/20 cent, a dash (-) appears in the colxjron. 
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SINGLE ROOM RATES IN SELECTED CITIES (DOWNTOWN AREAS) 
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HOTEL RATES IN WASHINGTON, O.C. 
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APPENDIX VI 

COST IMPACT STATEMENT AND AGENCY COMMENTS ON PROPOSED 

INCREASES IN PRIVATELY-OWNED VEHICLE AND AIRCRAFT 

MILEAGE ALLOWANCES 

In January 1974 studies were completed which concluded that the present 
statutory mileage allowances for use of privately owned aircraft (POA) and 
vehicles (POV) on official business were inadequate. 

The study entitled “Present Cost of Operating Privately Owned Automobiles” 
concluded that the cost of operating a privately owned automobile was 14.4 
cents per mile in December 1973. It was recommended that legislation should 
be sought to increase the maximum mileage allowance for use of a privately 
owned automobile from the present maximum of 12 cents a mile to 18 cents per 
mile. It was also recommended that the Federal Travel Regulations be amended 
to increase the mileage allowance from 11 cents to the statutory maximum, of 
12 cents per mile. The second recommendation was accomplished effective Febru- 
ary 8, 1974, 

With regard to the allowances for use of privately owned aircraft, our study 
entitled “Study of Operating Costs for Privately Owned Aircraft” established 
that the cost of operating a private aircraft was approximately 20.6 cents per 
mile in December 1973. Accordingly, we recommend legislative action to lncrea.sc 
the mileage rate for privately owned aircraft from the present statutory maxi- 
mum of 12 cents to 24 cents per mile. We also recommended that employees 
be separately reimbursed for landing, parking, and tiedown costs, in addition to 
the mileage allowance, when a privately owned aircraft is used on official business. 

In order to assess the cost impact of the recommendations, a letter dated 
October 12, 1978, was forwarded to nine executive agencies outlining our 
proposals. The letter asked that each agency submit the number of POV miles 
traveled during FY73, which were payable at the 11-cent rate (now 12 cents) , and 
the number of POA miles traveled during FY73. These agencies were also asked 
to comment on our proposals; their comments have been summarized in 
Annex 3. 

The mileage information furnished by these agencies is summarized in Annex 
1. They have collectively estimated approximately 231 million miles of POV 
travel at the 12-cent rate, and 1 million miles of POA travel. Although the Defense 
Department could not furnish the requested data, they indicated that POA travel 
would be minimal. 

Based on a previous travel survey, in which all agencies participated, we 
estimate that the eight agencies shown in Annex 1 account for approximately 
65.5 percent of the total Government travel. If the POV mileage for 55.5 percent 
of the agency travel is 231 million miles, then all agencies (including DOD) 
should generate approximately 416 million miles of POV travel, computed as 
follows ; 231 million miles over 55.5 percent of travel equals x miles over 100 
percent of travel or x equals 231(100) over 55.5 percent equaling 416 million 
miles. 

Each 1-cent increase in the mileage allowance could then Increase total annual 
POV travel costs by $4.16 million. However, it is felt that tlie actual impact will 
be less, as most of the agencies selected to participate in the mileage survey 
are relatively large users of POV transportation. Accordingly, we feel that the 
cost impact of a 1-cent increase in the mileage allowance would range from $3.5 
to $4 million ; specifically, we feel that $3.8 million would be a reasonable esti- 
mate of the additional costs. Annex 2 shows the cost impact of each 1-cent change 
from 11 to 18 cents. 

The additional costs associated with an increase in the mileage allowance for 
privately owned aircraft are based on the mileage data reported by the eight 
agencies shown in Annex 1. Since these agencies account for nearly all of the 
POA mileage, no further adjustments were made to reflect the Impact of the 
agencies which were not surveyed. The total distance traveled by POA in 1 year 
approximates 1.1 million miles. Accordingly, a 1-cent increase in the POA mile- 
age allowance would increase costs by $11,000. Annex 2 shows the cost Impact 
of changes in the mileage allowances from 12 to 24 cents. 

The data shown in Annex 2 indicates that an increase in the statutory POV 
mileage rate from 12 to 18 cents could cost an additional $22.8 million, and an 
increase in the statutory POA mileage rate of 24 cents could raise costs by 
$132,000. However, these limits are maximums and would only be allowed if justi- 
fied in future cost studies. 
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If legislation is passed to increase the POV allowance to IS cents, the travel 
regulations will prescribe a rate of 14 cents (based on current costs) for stand- 
ard size automobiles, and a rate 25 percent lower for compact and subcompact 
cars. The total cost impact of a rate increase from 12 to 14 cents wiil approxi- 
mate $7.6 million. This estimate, however, does not include the savings which 
will accrue from the lower compact rate, which, at present, are impossible to 
estimate. 

If the statutory POA mileage allowance is increased from 12 to 24 cents, the 
travel regulations will prescribe a rate of 20 cents (ba.sed on current costs). The 
total additional cost of thi.s action will approximate $88,000. There will be some 
added costs as a result of the proposal to .separately allow landing, parking, and 
tiedown fees, however, the,se should be minimal in comparison with the mileage 
rate increa.se. 

In summary, while the maximum cost impact of our legislative proposals could 
be $22.9 million ($22.8 million for POV travel and $.1 million for POA travel), 
a more reasonable estimate of the actual impact would be $7.7 million ($7.(5 
million for POV travel and $.1 million for POA travel). 

ANNEX 1 

PRIVATELY OWNED VEHICLE AND AIRCRAFT MILEAGE BY AGENCY, MILES TRAVELED 


Agency 


Privately 

owned 

vehicle 1 Aircraft 


Interior 9,347,070 145,400 

hud 42,186,398 

Labor 2,600,000 52,000 

Agricuiture 15, 000, 000 20, 000 

Transportation . 6,500,000 750,000 

Commerce 22,911,000 31,582 

HEW 42,414,100 45,884 

Treasury 89,770,221 8,500 


Total 230,728,789 1,053,366 


> Miles of travel consist only of miles payable at the 12-cent rate. 

ANNEX 2 

COST IMPACT TABLES, PRIVATELY OWNED VEHICLES 


Mileage rate 


12 cents per mile. 

13 cents per mile 

14 cents per mile. 

15 cents per mile. 

16 cents per mile. 

17 cents per mile. 

18 cents per mile. 


Total cost 
(millions) 

Cumulative 
cost increase 
(millions) 

$45.6 

(0 

49.4 

$3.8 

53.2 

7.6 

57.0 

11.4 

60.8 

15.2 

64.6 

19.0 

68.4 

22.8 


r Not available. 


PRIVATELY OWNED AIRCRAFT 


Mileage rate 




Total cost 

Cumulative 
cost increase 
(millions) 

12 cents per mile 

19 cents per mile 

20 cents per mile 

21 cents per mile 

22 cents per mile 

23 cents per mile 

24 cents per mile 




$132,000 

209,000 

220. 000 

231. 000 

242, 000 

253,000 

264, OOO 

<0 

$77. OOO 
88, OOO 
99, 000 
110,000 
121,000 
132, 000 


■ Not available. 


Approved For Release 2001/09/07 : CIA-RDP76M00527R000700030005-6 



Approved For Release 2001/09/07 : q^-RDP76M00527R000700030005-6 


Annex 3 

AGENCY COMMENTS ON QSA PROPOSAL TO INCREASE POV/POA MILEAGE ALLOWANCES 

Department of the Interior . They feel that the proposed rate increases are 
needed to fairly and equitably reimburse employees. They also felt that if a lower 
rate Is established for compact cars, GSA should define “Compact Automobile”. 

Department of Housing and Urban Development. They believe that the pro- 
posed rate increases are justified. 

Department of Labor. They support the proposed rate increases as well as sep- 
arate reimbursement for airport fees in connection with the use of POA travel. 

Department of Defense. They support the proposed rate increases and feel that 
GSA should recommend to Congress that the statutory maximum allowances be 
removed. 

Department of Agriculture. They concur with our proposals but feel that the 
9-cent rate for the use of a POV when a Government-owned vehicle would be 
advantageous should also be raised. They feel that if the 9-cent rate is not In- 
creased, more travelers will request Government-owned vehicles and if vehicles 
cannot be provided, reimbursement would be at the maximum rate rather than 
at the 9-cent rate. 

Department of Transportation. They commented that they share our interest in 
assuring that equitable mileage allowances are established and our concern for 
the cost impact of increases in the mileage rates. 

Department of Commerce. They support the proposed rate increases. 

Department of Health, Hducation, and Welfare. They concurred with our pro- 
posals to Increase the maximum statutory mileage allowances for use of POV 
and POA. 

The Department of the Treasury. They concurred with our proposals to in- 
crease the mileage allowances. 

o 
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